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Only STEEL can do so many jobs so well 





HOW CAN IT BE SO SHARP? Razor 
blade steel must be clean steel, free 
from certain impurities, or blade 
edges will nick when honed. Today, 
United States Steel produces about 
three quarters of the special razor 
blade steel used each year in America. 






GUN THAT SHOOTS AROUND CORNERS! Still 
undergoing tests by Army Ordnance is this curved 
steel barrel deflector for sub-machine guns. The 
automatic rapid fire weapon fires a 45 cal. bullet, 
the same as the 45 cal. automatic pistol, and the 
bullet is deflected in a groove to a 45 degree angle. 


FACTS YOU SHOULD KNOW ABOUT STEEL 


Last year, the iron and steel industry used about 
100,200,000 tons of coal. If loaded in 50-ton hopper 
cars, that amount of coal would fill a train long enough to 
go more than halfway around the world at the equator! 


This trade-mark is your guide 
to quality steel 


UNITED STATES STEEL 


Listes te . . . The Theatre Guild on the Air, presented every Sunday evening by United States Steel. 
National Broadcasting Company, coast-to-coast network. Consult your newspaper for time and station. 





MECHANICAL MARVELS are becoming commonplace today . . . but here’s one you may not 
have heard about. It’s a multiple tie-tamper. Twelve tampers controlled by a single man, 
automatically compact ballast under ties, producing finished track in one operation, more 
quickly and more safely. Steel for machines like this is made by United States Steel. 


STAINLESS PREFERRED. A bus manufacturer re- 
ports that the bus shown above is made in two 
models . . . a standard model and a model with 
side panels of silvery stainless steel. When the 
stainless bus and the conventional painted panel 
bus are dispatched for the same destinations at 
the same time, passengers will usually choose the 
stainless steel sided bus in preference to the 
other. Only steel can do so many jobs so well! 


AMERICAN BRIDGE . . AMERICAN STEEL & WIRE and CYCLONE FENCE . . COLUMBIA-GENEVA STEEL . . CONSOLIDATED WESTERN STEEL . . GERRARD STEEL STRAPPING . . NATIONAL TUBE 
OIL WELL SUPPLY . . TENNESSEE COAL & IRON . . UNITED STATES STEEL PRODUCTS . . UNITED STATES STEEL SUPPLY . . Divisions of UNITED STATES STEEL CORPORATION, PITTSBURGH 
GUNNISON HOMES, INC. - UNION SUPPLY COMPANY + UNITED STATES STEEL EXPORT COMPANY - UNIVERSAL ATLAS CEMENT COMPANY 
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Cover Picture . . . St. John’s Church, Rich- 
mond, Va., where Patrick Henry delivered 
his famous “give me liberty or give me 
death” speech before the Virginia Assembly. 
Henry’s early attempts at store-keeping led 
only to indebtedness, and his plantation 
management was never outstanding, but 
when he turned to the Law, he found him- 
self. In his first three years he handled 1185 
suits, winning most of them. At 29 he was 
elected to the House of Burgesses. He 
served in the Continental Congress, took a 
decisive part in drafting Virginia’s new 
constitution, and was five times elected 
Governor. Henry opposed the federal con- 
stitution, preferring a greater measure of 
authority to be vested in the States. In line 
with his life-long interest in the freedom 
of the individual, he was largely responsible 
for the Bill of Rights, which even today 
is the chief constitutional protection for 
the property owner against the seizure of 
wealth without due process of law and just 
compensation. 


—Photo by Louis C. Williams . 








Entered as second-class matter February 6, 1939, at the post office at New York, N. Y., under the Act o 
March 3, 1879. Additional entry at Paterson, N. J., July 23, 1936. 
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Gifts by Non-resident Aliens 


The recent decision in P. G. Wode- 
house, 19 T.C. No. 65. wherein the Tax 
Court held that a gift by a non-resident 
alien of a manuscript located abroad, 
although later brought to the United 
States and sold here, was not subject to 
Federal gift taxes, makes for an inter- 
esting comparison with Marie-Anne de 
Goldschmidt-Rothschild, 168 F. (2nd) 
975 (1948). They involve Section 
1000(b) of the Code, which provides 
that the gift tax “in the case of a non- 
resident not a citizen of the United 
States, shall apply to a transfer only if 
the property is situated within the 
United States.” 


In the de Goldschmidt-Rothschild case 
the taxpayer, a non-resident alien, had 
converted certain securities located in 
the United States into pre-March 1, 1941, 
bonds pursuant to a prearranged plan 
whereby these bonds would be trans- 
ferred in trust for the benfit of two of 
the taxpayer’s children, the trust corpus 
thereafter to be reinvested in other se- 
curities. About half of the Government 
bonds was sold within a week after their 
incorporation in the trust and the re- 
maining half was sold within eight 
months. Section 86.2 of the Gift Tax 
Regulations recognizes that gifts of such 
bonds by non-resident aliens are ex- 
empt from gift tax. 


The court, in finding the transaction 
subject to gift taxes notwithstanding 
this provision of the Regulations, stated 
“ ... it cannot be . . . questioned that 
a taxable gift would result had the tax- 
payer planned to have the Government 
notes sold immediately following their 
incorporation in the trusts . . .”. In the 
Wodehouse case it will be noted that 
subsequent to the gift of the manuscripts 
to the donor’s wife, the manuscripts 
were brought to the United States and 
sold. Nevertheless, the Court concluded 
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that the transaction was gift tax free. 


It is believed that the two cases point 
up a very fundamental distinction which 
can be borne in mind in connection with 
gifts by non-resident aliens. In the Wode- 
house case neither the taxpayer nor the 
subject of the gift was within the juris- 
diction of the United States at the time 
of the making of the gift. Jurisdiction 
of the United States commenced only 
at such time as the manuscripts were 
brought within the United States. By 
that time the gift transaction had been 
completed. On the other hand, in the 
de Goldschmidt-Rothschild case, the as- 
sets were at all times within the United 
States and hence subject to the tax jur- 
isdiction of the United States. The tax- 
payer there sought to avail herself of an 
exemption granted in the case of gifts 
of a certain class of U. S. Government 
bonds. The Court concluded that where 
the transfer into this type of bond was 
not bona fide, the exemption would not 


be allowed. 


From the viewpoint of non-resident 
aliens making gifts, it therefore seems 
advisable that such gifts should be 
made in the form of assets physically 
outside the United States and in no way 
subject to the jurisdiction thereof. For 





TRUST HAT-CHECK SERVICE 





New trust service at the Valley National Bank, Phoenix, included the safekeeping of 


“sombreros” at the bank’s annual party for stockmen during the Arizona National 
Livestock Show, January 5-10. Checking hats are Margaret Ponder and Trudy Brock with 
special guard Jack Spencer on hand to assist. 


this reason wisdom dictates that even 
U. S. currency which may be physically 
outside the United States be avoided as 
the medium of the gift since the use 
of such currency may give the basis of 
tax jurisdiction and the application of 
the type of decision made in the de 
Goldschmidt-Rothschild case. Gifts by 


non-resident aliens would appear to be 
best handled when made abroad in the 
currency of a foreign country, in the 
securities, located abroad, issued by a 
foreign entity or in the form of some 
tangible asset physically located abroad. 

Leroy E. Rodman, Esq. 
New York City 


CORN EXCHANGE BANK TRUST COMPANY 


Established 1853 


OFFERS ITS SERVICES 


IN ALL 


BANKING AND FIDUCIARY CAPACITIES 


13 WILLIAM STREET 
NEW YORK 15, N. Y. 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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BePITORIAL... 


(x Borrowed Time — AND CREDIT 


“It has been in times of prosperity in the past 
that the greatest errors in business judgment have 
been made, just as it is in these years that business 
has tended to become careless in its methods and 
sometimes casual in its ethics. Prosperity has its 
“7 *7*,°* ° ° 29 
responsibilities no less than its joys. 


This was the amazingly prophetic statement made in 
March 1929, by James H. Perkins, president of the old- 
est corporate fiduciary in the United States, the Farmers 
Loan and Trust Company of New York.' The events of the 
following months and years proved how true was the fore- 
sight shown in this concluding remark in his article written 
for TRUSTS AND EstTATEs.* 


Today we stand at another crossroads in history, with 
a largely false prosperity built on war and mercenary ethics 
that must be replaced by the common responsibility to which 
we, as the leaders of a free world, have fallen heir. With 
that rare surge of popular prescience that has at other 
sombre moments in history given birth to great leadership, 
we are beginning to hear a new mobilization call—the 
mobilization of courage, integrity and farsighted public 
spirit, not alone in the councils of the Capitol but in the 
home and places of business too. 


Bankers and other financiers are coming to realize that 
true prosperity is not measurable in contract dollars, lawyers 
see the futility of contract laws, and industrialists the 
illusory nature of contract profits that are not based on 
fnancial and economic integrity. The tribute that we have 
been paying to international war, to class strife, to political 
or business opportunism has been so vast and so continual 
that it had all but emasculated both our material and our 
spiritual resources. Nero was beginning to look like a lone- 
some piker by contrast with the mass production of modern 
fiddlers. 


No real victory, or even advance, can, however, be made 


iby the most brilliant generalship without the exemplary co- 


operation of every civilian official and non-com. In the fi- 
nancial field we must realize that we have a huge mortgage 
to meet, and aid its repayment rather than its extension. 


iIndividuals and businesses are now in debt to the record 


amount of over $300 billion, and the trend has been con- 
stantly upward. This has been reflected in record highs in 


‘both the loan and investment portfolios of banks and other 
financing institutions, bringing with it the consoling pap 


of increased gross earnings. 


But at what a price are these purchased from our future 
solvency and stability? As we have produced a vaster na- 
tional plant, and revalued it upward in terms of poorer 
dollars, we have but raised the obligations which the mort- 
gagors must meet and the mortgagees must collect. It is a 
peculiar and dangerous attitude to boast of how much we 
Owe or are owed, instead of how much we and our cus- 
tomers own. For a whole generation we have been on a 





‘Now City Pan’ Farmers Trust Co.; ?Then published under title of 


“Trust Companies Magazine.” 
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binge of spending the mortgage money; now we will begin 
to find out how wisely it was used and how readily it can 
be repaid. 

In such a situation, and as we face readjustments to living 
in an economy with decreasing artificial stimulants, it seems 
anything but wise financial leadership to encourage people 
to aggravate further their consumer credit, yet many banks 
are featuring new business drives for personal loans, install- 
ment credit for automobiles, kitchen gadgets and homes at 
currently swollen costs and, to put a head on the brew, new 
wrinkles are being devised to facilitate cen'ral charge ac- 
counts. This appears to be a type of banking based on hopes 
of a never-ending New Era not entirely unlike that con- 
ceived in the late ’20s. 

There are great new elements of strength today, and a 
political and military leadership that can lead us to both 
Peace and real Prosperity, but Peace must be bought at the 
price of some deflation in non-productive outlays, and Pros- 
perity must be bought at the cost of confidence in men’s 
promises, in their real wealth productivity and ability to 
live within their incomes in normal times. Bankers will be 
taking a major part in this readjustment, and praised or 
damned according to its impact. They should realistically 
face the prospect of decreased income as the country adjusts 
to a more normal economy, with lower loans for military 
purposes and payrolls, as well as from readjustments in 
private debt to the extent it is over-mortgaging present or 
prospective assets or income. More emphasis may be ex- 
pected in serving the savers and those who need fiduciary 


services, a solid base for both customer and bank. 
A A A 


More on ’53 Trust Outlook 


HE PICTURE OF THE TRUST BUSINESS as portrayed in 
‘See and in prospect in the January editorial, was 
further highlighted in several responses to our survey re- 
ceived after the issue went to press. While these follow gen- 
erally the earlier pattern, two deserve specific reference: 


1. The most profitable development with respect to 
potential future trust business, according to City National 
Bank & Trust Co., Kansas City, Mo., were the forums, 
dinner meeting for physicians and like activities presented 
with a view toward broadening public contacts and under- 
standing of the nature and advantages of corporate fiducip 
ary services. This bank foresees the greatest opportunity in 
1953 in pension and profit-sharing trusts, particularly if 
the Jenkins-Keough self-employed pension bill is enacted. ~ 


2. Taking an ‘off-the-beaten-tack’ on attorney relations, 
an Arizona bank, conceding the importance of cultivating 
the Bar, asserts that its main problem this year is to reduce 
the cost of advertising and procuring new business, speci- 
fically cutting down the amount of work done for the 
attorney and the customer in planning estates. To improve 
net earnings further, this institution hopes to cut the number 
of employees for the units of work performed, and will give 
further consideration to establishing a common fund. 
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The Larger Role of Trustees 


IN THE NEW POLITICAL ATMOSPHERE 


Mer UNDER THE MOST AUSPICI- 
OUS PROSPECTS in many years 
for sound governmental policies, which 
are already bringing an atmosphere 
conducive to fruitful private enterprise 
and savings, the 34th Mid-Winter Trust 
Conference of the American Bankers 
Association, held at The Waldorf- 
Astoria in New York, February 9-11, 
provided an unusual opportunity for 
aligning the trust interests of the nation 
for service to a wider circle of custom- 
ers and for financial leadership in their 
communities. 


The general and marked spirit of 
hopefulness for a stable sense of domes- 
tic values—both in dollars and morals— 
and for progress to peace abroad, was 
well balanced by specific and numerous 
evidences of recognition of individual 
responsibility for the social and eco- 
nomic welfare. 


Urge Active Leadership 


With remarkable similarity of view- 
point, the president of the American 
Bankers Association, W. Harold Bren- 
ton, of Des Moines, the president of the 
Trust Division, Robert A. Wilson of 
Philadelphia, and the president of the 
American Bar Association, Robert G. 
Storey of Houston, urged bankers and 
trustmen to take active leadership in 
their communities in interpreting major 
financial and tax developments and edu- 
cating their staffs, customers and the 
local electorate on economic issues affect- 
ing personal and national welfare. As 
Mr. Brenton pointed out in his remarks 
printed at page 120, even the new pol- 
itical leadership cannot perform effec- 
tively and overcome the social unrest, 
political demagoguery and fiscal bur- 
dens that have been built up over the 
years, unless far more understanding of 
the basic economic rules of freedom 
and private enterprise is provided by 
grass-roots leadership. He declared: 


“The day will come when the execu- 
tive bank officer of any sizeable bank 
will not be considered good enough un- 
less he has understanding of our na- 
tion-wide financial structure and is 
prepared to explain it to his custom- 
ers and employees.” 


Although the Constitution is our 
“charter of economic freedom,” Mr. 
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Storey said, its broad interpretation by 
both legislative and judicial branches 
of the government, as in application of 
interstate commerce regulations, the 
Sherman anti-trust law, taxation and 
other controls or financial impositions, 
poses potential pitfalls to very aggress- 
ive business leader. On the other hand, 
the attempt to apply legal controls over 
economic forces is, at best, a difficult 
task and, at worst, virtually an impos- 
sible one. In the face of our present 
struggle against totalitarianism, we 
must all share the responsibility for 
maintaining business and _ professional 
freedom. “As never before in our his- 
tory,” Mr. Storey concluded, “the eco- 
nomic liberty of our people rests in the 
hands of our elected representatives” 
and it thus behooves us, both selfishly 
as good citizens, to learn and teach 
the economies of Democracy. The Song 
of the Slave might be paraphrased to- 
day to “I never paid any attention to 
Politics—I left that to others.” 


Mr. Wilson, who is senior vice presi- 
dent of The Pennsylvania Company for 
Banking & Trusts, pointed out the ina- 
bility of even the ablest investment 
talent to protect security values unless 
there is a much wider appreciation, by 
legislators and their constituents, of the 
importance of dollar stability and gov- 
ernment economy. In his address at 
page 84, he told the trustmen that their 
new job is basically one of advancing 
economic literacy. 


Institutionalized Funds 


G. Keith Funston, president of the 
New York Stock Exchange, referred to 
the marked increase in holdings of 
common and preferred stocks by insti- 
tutional investors during the past seven 
years, which total he estimated at 
around $37 billion, largely listed upon 
the Exchange. Pension trusts are grow- 
ing rapidly but are still below the total 
stock holdings of personal trusts, which 
he gave as around $25 billion. The 
great responsibility of trust officers to 
administer this vast portion of the na- 
tion’s wealth is matched, he said, by 
the responsibility of the Exchange to 
provide an efficient public market place 


and to keep the shareholder informed 
of his company’s affairs. 


Public Relations Fallacies 


In a highly entertaining manner, Wil- 
liam H. Edwards, of the law firm of 
Edwards & Angell in Providence, 
described the occupational hazards of 
Public Relations Experts. In their prac- 
tice, he observed, many have “let the 
sideshow swallow the main tent, letting 
our national traits of exuberation and 
exaggeration bring a confusion of 
tongues that threatens to make the 
Tower of Babel seem like a morgue.” 
We have made a burlesque of public 
relations by our preoccupation with it, 
in pretending that a natural business 
function is either a mystic science or a 
pious profession, and building a fear 
psychology as to public reaction that 
may color or warp business jugment. 
He listed Four Fallacies to watch for: 

1. The ‘Sunday Attitude,’ under 
which a public relations man is hired 
to do good so that the others will be 
relieved of responsibility, or “to coun- 


teract somebody that is behaving in a 
way he shouldn’t.” 


2. The Cowardice Psychosis, where 
there is so much concern as to possible 
popular reaction that we become 
afraid of doing right because of the 
immediate effect it might have in a 
popularity poll. 


3. Slogan Worship or reliance on 
catch phrases, such as the one current 
in financial circles: “Fortify the port- 
folio by taking a defensive position in 
peace-proof preferreds,” or some such 
double-talk. 


4. The Complexity Complex, or 
tendency to make a mystery and ab- 
struse science out of the doctrine of 


public relations, when a simplicity of | 
approach would be both speedier and | 


more wholesome. 


acs 


Of the “pathetic” or pathological | 


effects of various Public Relations doc- 
trines and practices, the one against 
which Mr. Edwards particularly cau- 
tioned banks, as well as lawyers, was 
that which plagued the law under Just- 
inian, of which Gibbon wrote; “It was 
a mysterious science and a profitable 
trade; and the innate perplexity of the 
subject was involved in tenfold dark- 
ness by the private industry of the prac- 
titioners.” 


Mr. Edward’s poem, describing the | 
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problems of a trustman, was received 
with much interest and amusement but 
js not available for publication. 


Trust Salesmanship 


Citing the $4 to $5 billion a year in 
decedent estates awaiting the attention 
of trust salesmen, Alonzo M. McNickle, 
vice president of Fidelity Trust Co., 
Pittsburgh, pointed out how rapidly 
mutual funds and insurance assets had 
grown, in both of which fields the em- 
ployment of personal salesmanship is 
an accepted policy. In Massachusetts, 
for example, insurance sold through 
savings banks, which do not use sales- 
men, ran about one fifteenth as much 
as the insurance sold by personal agents 
in the same area. 


There is no place for “high pressure” 
salesmanship in the trust business, the 
speaker said but such methods are pre- 
cluded if the estate planning approach 
is followed, which requires a number of 
consultations. The address, not yet avail- 
able, will be reported in the March issue. 


The Liberal Man 


In the war of words, phrases and 
ideologies which has so long kept the 
world at boiling point, an understand- 
ing of true freedom and liberal atti- 
tudes is an essential to the man of 
affairs, as was pointed out by T. V. 
Smith, professor of philosophy and poli- 
tics at Syracuse University, and nation- 
ally-known lecturer. “Most men inherit 
high ideals with their mother’s milk, 
and the difference in men is mainly in 
the degree to which they are willing to 
use their muscles, or their power, to 
apply them in their own conduct.” We 
must seek the liberal ideas and ideals 
on which we may practically unite with- 
out doing violence to others or to the 
laws of nature, he remarked, for the 
highest of ideals are personal and not 
for bandying about in the public mar- 
ket-place. 


Personnel Relations 


Skill in handling people is even more 
essential than technical skills in the 
Operation of a modern enterprise, Her- 
bert H. Schwamb, vice president in 
charge of personnel, J. C. Penney Com- 
pany of New York, told the conference. 
The approach to developing a sound 
human relations program is the same 
no matter what the business. There is 
only one place to start . .. management, 


Mr. Schwamb said. 


The most significant word in the lexi- 
con of management is attitude, the 
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PANEL DISCUSSES COMMON TRUST FUNDS AT TRUST CONFERENCE 


Left to right: George F. Karch, M. A. Georgen, Charles F. Zukoski, Jr., leader; Floyd 
O. Shelton and A. W. Whittlesey. (See text for affiliations.) 


speaker stated. We need to develop an 
attitude which will help us understand 
why people think and act as they do, 
remembering that management is more 
than the invention and improving and 
perfecting of things. Management is also 
the building of people. 


The second attitude to develop, Mr. 
Schwamb continued, is learning to put 
ourselves in the other fellow’s shoes, to 
treat people as individuals, knowing 
their problems and ambitions, their 
gripes and resentments. 


The third attitude is to help people 
forget the boredom of a routine job, 
to be able and productive not only to 
management but to themselves as well. 


The whole program of human rela- 
tions in his own company, Mr. Schwamb 
asserted, is based on “building a team.” 
This concept he reduced to a six-step 
approach: 

Plan the right organization. 
Select the right personnel. 
Pay the right salaries. 

Give the right training. 
Maintain the right relations. 
Give right daily leadership. 
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Common Trust Funds 


The lead-off panel in the ballroom 
Monday afternoon launched into an in- 
teresting consideration of common trust 
fund topics under the guidance of 
Charles F. Zukoski, Jr., senior vice 
president and trust officer of the First 
National Bank, Birmingham, Ala., and 
chairman of the Trust Division Com- 
mittee on this subject. He was assisted 
by M. A. Georgen, cashier, City Nation- 
al Bank & Trust Co., Chicago; George 
F. Karch, vice president, Cleveland 
Trust Co.; Floyd O. Shelton, vice presi- 
dent and trust officer, Fort Worth Na- 
tional Bank; and A. M. Whittlesey, vice 
president, The Pennsylvania Co. for 
Banking and Trusts, Philadelphia. 


It is not always possible to estimate 
accurately the savings effected through 


operation of a common fund but it was 
agreed that there are definite advantages 
in simplification of procedure which 
permit handling greater volume with- 
out increased personnel. The usefulness 
of two separate funds, one for equities 
and the other for fixed income securi- 
ties, was submitted for consideration of 
104 banks with common funds, and the 
vote was adverse, apparently based 
upon the feeling that the present bal- 
anced fund was less subject to wide 
swings. These and other points will be 
more fully summarized in the next issue. 


Employee Trusts 


Next followed an equally enlighten- 
ing consideration by a panel on em- 
ployee trusts led by Wallis B. Dunckel, 
vice president of the Bankers Trust Co. 
of New York, and chairman of the 
Trust Division Committee on Employ- 
ees Trusts, with the cooperation of these 
panel members: Francis J. Amer, vice 
president, National City Bank of Cleve- 
land, Carlysle A. Bethel, senior vice 
president and trust officer, Wachovia 
Bank and Trust Co., Winston-Salem; 
Fred McKenzie, vice president, The 
Hanover Bank of New York; and Reno 
P. Ransom, vice president, Seattle-First 
National Bank. 


According to these participants, the 
employee field has large growth poten- 
tials for pension fund, profit-sharing 
and employee savings incentive plans, 
ranking in that order. While the growth 
in benefit plans has been sensational in 
recent years, it was felt that there were 
still untapped business sources, particu- ~ 
larly among the medium sized and 
smaller corporations which may not yet 
have considered themselves large enough 
to provide these employee incentives. 
With rising costs, many institutions 
have raised their fees effective in 1953, 
but this will probably be no barrier to 
expansion. While the Jenkins-Keough 


(Continued on page 86) 
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Common Trust Fund Yields — 
Trust Survey Reported by 
N. Y. Bank Superintendent 


The findings from a questionnaire 
relative to the expenses of administer- 
ing estates and trusts during 1951 by 
the larger corporate fiduciaries in New 
York State will be made public in the 
near future by the State Banking De- 
partment, according to the annual re- 
port of Superintendent William A. Lyon. 
While the form has been sent to sub- 
stantially the same institutions which 
participated in a study ten years earlier, 
the new questionnaire seeks to measure 
not only actual expenses and income 
but also to ascertain whether over the 
past decade there has been a rise in the 
bases for computing fiduciary commis- 
sions commensurate with the increase in 
operating costs. Other questions investi- 
gated are the extent to which higher 
yields on investments have affected the 
profitability of trust operations, and 
whether fees received are substantially 
equal to what the existing statutory 
scale is capable of providing, Mr. Lyon 
commented. 


Five common trust funds were estab- 
lished in the State during 1952, ac- 
cording to the report. Two of these had 
been authorized in the previous year but 
another two authorized last year had 
not yet been established by December 
1, 1952. As of the latter date there 
were 16 legal funds in operation and 
15 of the discretionary type. The Super- 
intendent revealed that average income 
yield in the year ended October 31, 
1952, computed against quarterly mar- 
ket valuations, was 3.24% for legal 
funds and 3.86% for discretionaries. 
The corresponding yields for 1951 were 
3.35% and 4.05%. 


/ 


During the year, the Department had 
suggested to the Trust Division of the 
New York State Bankers Association 
that consideration be given to devising 
some method through which small trusts 
in institutions incapable of maintaining 
their own common trust funds could 
receive the maximum benefit and pro- 
tection from the recent liberalization of 
fiduciary investment rules. A concrete 
legislative proposal is expected in the 
near future. 


A comparative table in the report 
reveals that trust departments of state 
banks and trust companies had gross 
earnings of $59,224,000 in 1951, a 
gain of more than five million over 
1950. This figure represented slightly 
over 12% of total operating earnings 
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From New York State Banking Department 
Report 


of all banks, including those without 
trust departments; in 1950 the ratio 
was just under 13%. Obviously the 
New York City banks accounted for 
the bulk of the total, with $55,639,000 
of trust earnings in 1951 compared with 
$50,611,000 the year before. Their pro- 
portion of aggregate bank earnings was 
somewhat larger, being a little over 
14% in 1951 and 151%4% in 1950. 


A A A 


New Estate Planning Council 
in San Francisco 


Announcement of formation of the 
San Francisco Estate Planning Council 
was made January 12th by attorney 
Brent M. Abel, temporary president. 
Other temporary officers of the Council 
which, following the growing trend in 
that direction, will be composed of at- 
torneys and accountants in addition to 
life underwriters and trust officers, are: 
vice president—Francis E. Whitmer, 
American Trust Co.; secretary—Hugh 
Davy, C.L.U., Home Life; treasurer— 
R. E. Lindquist, C.P.A., Lindquist, von 
Husen & Joyce. 


Other council activities reported dur- 
ing January were: 

Southeast Florida—2\st: Charles A. 
Morehead, Miami attorney, spoke on 
‘How to Plan Wills to Save Taxes.” His 
associate, Glenn Smith. conducted a 
question and answer period on “Gifts 
to Minors.” An added feature was a dis- 
cussion by C. B. Kniskern, Jr., on “The 
Validity of Restrictions on Estate Tax 
Settlement Form 890.” 


El Paso—20th: R. N. Gresham, San 
Antonio attorney, discussed some as- 
pects of estate planning. 


Fort Worth—20th: The effects of the 


reorganization of the Bureau of Internal 


Revenue both on practitioners and cli- 
ents were outlined by Sam W. Winstead, 
Dallas lawyer. 


Milwaukee —12th: Officers were 
chosen for the coming year as follows: 
president—Frank C. Hughes, Mutual 
Benefit Life; vice president—Joseph C. 
Moser, Marshall & IIsley Bank; secy.- 
treasurer—W. C. Hewitt, Northwestern 


Mutual Life. 
A a Ss 


Mutuals Approach $4 Billion 
Mark 


Total assets of mutual investment 
funds reached a peak of $3,931 million 
on December 31, 1952, an increase 
of $802 million over a year previously, 
according to the National Association 
of Investment Companies. Individual 
company reports indicate that records 
were established by Massachusetts In- 
vestors Trust which now exceeds a half 
billion dollars and Investors Mutual 
which is also fast approaching that 
mark. The year’s increase in asset values 
was due, of course, to appreciation in 
security values as well as to sales of 
new shares of the funds. 


Gross sales during the year amounted 
to $783 million, redemptions $196 mil- 
lion. Compared with the previous year’s 
net sales of $353 million, the last twelve 
months’ increase of 66% in net produc- 
tion shows the growing vitality of the 
mutuals. A_ particularly encouraging 
note during the last year was the de- 
crease in number of shares presented 
for redemption notwithstanding — the 
greater value of fund assets held by in- 
vestors. In 1951 these redemptions were 
64% heavier than during the latest 
annual period. 


The Association, which also includes 
the majority of closed-end companies, 
unfortunately marred the impression of 
optimism conveyed by this record with 
the discouraging announcement _ that 
hereafter total figures will be released 
for the open-end or mutual funds as a 
single group with no_ break-downs 
among stock, balanced and bond and 
specialty funds. This reverses the pro- 
cedure of “full disclosure” to the in- 
vesting public. For two years we have 
consistently been pointing out the cry- 
ing need for a more refined and de- 
tailed sub-classification of the mutuals 
under the three major groupings now 
generally recognized. Lumping together 
of these data would indicate that the 
industry members are unable to dis- 
tinguish their funds’ various investment 
objectives. 
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Corporate Control by 
Employees? 


If all the employees of New York Cen- 
tral Railroad had invested twelve weeks’ 
wages in company stock they would own 
a controlling interest in the railroad, 
according to a study made by William 
C. Whiie of Schenectady, N. Y. Analysis 
of eleven selected companies showed lit- 
tle variation in the average annual earn- 
ings per employee, but a wide range in 
the length of time an employee must 
work to own his share of his company. 
The latter variation ran from three 
months to nearly ten years. The study 
was based on stock prices of November 
14, 1952, and complete ownership of 
only the common stock. 


The possibility of employee ownership 
in modern business is more than a 
theory. The Cincinnati Enquirer was 
purchased by its employees, with some 
community assistance, and, after two 
months of operation, put out the largest 
regular edition of a Cincinnati news- 
paper ever published. One hundred and 
forty employees of E. G. Shinner & Co., 
middle west meat market concern, have 
taken over control of the $1.5 million 
tompany through the medium of a re- 
tirement and profit sharing plan set up 
in 1943. Eastern Air Lines’ employees 
hold 20% of the Stock of their com- 
pany, obtained through its stock pur- 
chase plan. 


Currently The Exchange is gathering 
figures for an extensive survey, and its 
findings may show employee stock 
ownership to be an important factor in 
offsetting “creeping socialism” and 
building greater understanding between 
management and labor. The accompany- 
ing table is a condensed reproduction of 


Mr. White’s study. 
A A A 
Kansas Trust Meeting March 19 


The annual Kansas Trust Conference 
will be held at Hutchinson on March 19th. 


FORMER BANKERS IN HIGH GOVERNMENT ECHELONS 











TIME-TABLE OF CORPORATE CONTROL BY EMPLOYEES 





$ Invest- 2 
Employee Steed Time Required I 
Average Shares per to Earn plan 
Earnings Per $1000 Yr. Needed Shares 
Company Per Employee Earnings for Control to n 
A. Tee. ee Ee 51 $2260 2% years and 
A.T. 426. Fee... © 74 1640 1% years iis 
Bethlehem Steel 4000 63 785 9 mos. q 
i i 4780 520 9800 9 yrs. 10 mos. ices 
General Electric -__.. 4200 137 2250 2% years avol 
General Motors ___.-.....- 3990 186 2920 2 yrs. 10 mos. ted 
New York Central RR. 43800 59 266 3 mos. M. 
Pacific Gas & Elec. _.... 4420 650 5600 5 yrs. 7 mos. P ' 
ee ee. 3550 240 1900 1 yr. 10 mos. _ 
Standard Oil N. J. 5000 505 7500 7% years Yor! 
f > 9 ee 4570 99 840 10 mos. Univ 
som 
l. 
A Trust to Help Santa Additions to G. S. B. Faculty § 2! 
emp 


An unique trust, managed by The 
Farmers State Bank and Trust Co., 
Jacksonville, Ill., provides Christmas 
cheer for poor children in the lower 
grades of Jacksonville public schools. It 
was established in 1923 by Samuel W. 
Nichols, Jacksonville newspaper pub- 
lisher, who also gave the city its only 
public park and donated funds to build 
a nurses’ home at a’ local Hospital. 


Mr. Nichols first presented gifts to 
children in 1901, starting with 35 
youngsters and gradually increasing the 
number until 1923 when he established 
a $2,500 trust, the income to be used 
to provide gifts for poor children. 


When interest rates dropped, the re- 
turn from the fund was not sufficient 
to care for the needs of the foundation. 
The Jacksonville Journal Courier, there- 
fore, asks each year for contributions to 
be added to the original fund, which 
during the past ten years has increased 


to $8,300. 


The trust, known as the Nichols 
Foundation, is now caring for about 300 
children each year. The lists are com- 
piled by grade school teachers, and the 
packages are assembled by members of 
the Police and Fire Departments and 
distributed by city trucks. 





Among the new faculty members and 
special lecturers are Charles W. Eliason, | 2. 


Jr., vice president and trust officer, } barg 
Commercial National Bank of Peoria, |} grou 
Ill., who will lecture to investment |} the 


classes: R. L. Knight. vice president and | 3. 
trust officer, Ohio Citizens Trust Co.,, 


uum 
Toledo, who will speak on “Insurance in emp 
Estate Planning”: and Joseph Tracht. | pat 
man, attorney, New York City. who will} ).. 
a sf pro 

speak on “Estate, Insurance, and Gift} 4,,;1 
Taxes.” / ial 
| surg 

A AA oe 

; 4. 

Bank Stock Splits Approved —_ 
a 

At January annual meetings, stock- } gion 
holders of The Cleveland Trust Co. and] - 
the Guaranty Trust Co. of New York} ine 
approved proposals to increase the num- - 
: pens 

ber of shares by reduction of par value. ther 
Guaranty Trust Co. will henceforth}) “firs 


have 5 million shares of $20 par value}, 6, 
compared with one million of $100 par 
value, on which the 1952 dividend was 
$16 per share. 


emp! 


— 









Cleveland Trust Co. reduced its par_ 
value from $100 to $50. Old dividends 
have been at the rate of $10 per share! 
but it is hoped that the new stock will] 
carry a $6 rate. 
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ek Dozen Do’s and Don’ts 
on Pensions 

“Private pension and profit-sharing 

plans have reached an all-time high as 
to number of plans, employees covered 
and amount of contributions. Conse- 
quently, it is important to follow prac- 
tices which have proven sound and to 
avoid pitfalls that have been demonstra- 
ted as unsound,” according to Meyer 
M. Goldstein, Executive Director of 
Pension Planning Company of New 
York. In a recent address at New York 
University, Mr. Goldstein highlighted 
___ § some of the major pitfalls as: 

1. Don’t concentrate on tax aspects 
ty § alone without evaluating the impact on 
ail employee relations. 
son, | 2. Prepare yourself thoroughly before 
icer, | bargaining with unions on pensions and 
ria, |} group insurance. The unions come to 
nent |} the table well prepared. 
and 3. Don’t consider pensions in a vac- 
Co,, | uum. Make an audit of your complete 
© 1 'j employee benefit and executive compen- 
cht. }sation program, including pensions, 
= } profit-sharing, stock bonus and option, 
Jl 


thrift plans and all group coverages, 
includng life insurance, hospitalizaton, 
surgical and medical expense. 

4. In order to avoid a fixed cost com- 
mitment, it is not necessary to substi- 


amen ti is onc nnn some Sa 





ed ' 
tute a profit-sharing plan where a pen- 
ock- | sion plan is needed. 
= | 5. Don’t start with a deferred com- 
tooo pensation bonus type of thrift, savings, 
rend pension or profit-sharing plan when 
there is a need for a pension plan. Put 
orth}) “first things first.” 
ilue,f) 6. Don’t reward employees who sever 
7 employment if at the expense of those 








On the occasion of his retirement as vice 
president and trust officer of Fifth Third 
Union Trust Co., Cincinnati, after more 
than thirty years service, William A. Stark 
i (right) is presented with a volume of com- 
memorative messages from his many friends 
in the trust business. Edward W. Nippert, 
his successor as head of the trust depart- 
ment, is shown making the presentation. 
(See personnel changes section for details.) 
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who stay with the company. Direct your 
contributions where they will do the 
most good. 


7. Don’t use individual policies where 
you can use group coverages—which are 
less costly and better. 


8. An adequate pension plan supple- 
mented by a profit-sharing plan is ideal. 
However, it is a fallacy to have an in- 
adequate pension plan supplemented by 
a profit-sharing plan. 


9. Don’t let the “bugaboo” of accrued 
liability for past service credits dissuade 
you from an adequate pension plan. Usu- 
ally, it will get worse if you keep de- 


ferring the problem which can be met 
and, generally, within a limited budget. 

10. Balance your investments so as to 
have a hedge against both deflation and 
inflation. 

11. Don’t live with unnecessary weak- 
nesses in your existing employee benefit 
program. You can amend without sacri- 
ficing the foundation already estab- 
lished. 

12. An employee benefit program 
calls for teamwork with your attorney, 
accountant, trust officer, consulting actu- 
ary, employee relations and insurance 
advisers. No one of them has all the 
answers to the many-sided questions. 





* 


‘“‘Your Company has been handling the 
advertising for our Trust Department for ten 
years, and I believe it is only fair to you that 


I report the results. 


“At first we were a little impatient as to 
the results (not realizing that advertising is 
cumulative, as you very patiently explained to 
me). Now I must admit you were right. 


“During the early years, personal calls 


I do not have much chance to make personal 
calls because our “‘walk-ins” take almost my 
full time. That, to me, is a direct tribute to and 


were necessary to obtain the benefits. Today, 
| 


result of your advertising.” 


* 


Write today, without obligation, for details of 
how we can make the dollars you invest in trust 
advertising buy more business for your trust depart- 
ment. Our reply will interest you. 


THE PURSE COMPANY 


Huadpatic: for Toit” Actin 


CHATTANOOGA, TENNESSEE 


NEW YORK * CHICAGO 











OUR NEW PLACE 
in Flidamal Leadership 


ROBERT A. WILSON 





President, Trust Division of American Bankers Association, and 
Senior Vice President, The Pennsylvania Company for Banking and Trusts, Philadelphia 


HE continuance and future growth 

of the trust business in the United 
States depends primarily on three fac- 
tors; the curtailment of excessive taxa. 
tion on earnings and accumulated sav- 
ings, the establishment of a sound econ- 
omy with restoration of sound money, 
and the right of the individual to ac- 
cumulate property and to pass it on to 
others. 


Prior to the recent presidential cam- 
paign, a large segment of our people 
had been apprehensive as to the future 
of this nation, and rightfully so. Mil- 
lions of our citizens had become sub- 
ject to punitive taxes during the twenty 
years of the New Deal and the Fair 
Deal. Approximately 50-million United 
States Government bondholders had 
seen their bonds greatly depreciate in 
spendable value; more than 83-million 
life insurance policy holders and 67 
million savings depositors were equally 
concerned and millions had concluded 
that we were so far along on the road 
to a welfare state that there was little 
hope of turning back. 


If our new President is supported by 
the people through their elected repre- 
sentatives in the Congress, there is hope 
that the march down the road toward 
the welfare state, and the reckless spend- 
ing of public funds, confiscatory taxes, 
and an endless succession of unbal- 
anced budgets will be checked. 


The Unlearned Lesson 


Unfortunately, during most of the 
past twenty years, the majority of the 
people were willing to relinquish control 
over spending and taxing; and this, in 
turn, meant that the Congress, too, was 
rendered ineffective in controlling a 
spendthrift administration. Since 1939 
Federal expenditures have exceeded 
$650-billion, including war expendi- 
tures, and total tax collections today 





From address at A.B.A. Mid-Winter Trust Con- 
ference, Feb. 9, 1953. 
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equal one-third of the national income, 
but the people still have not been shown 
convincingly that no nation can long 
endure under such a crushing tax 
burden. 


It is indeed tragic that the American 
people do not know the cost to them of 
the seeming prosperity they have en- 
joyed. The average American wage 
earner has been cruelly deceived. If, for 
example, his net income approximates 
$4,500 annually and he has two chil- 
dren, he presently pays a direct income 
tax of about $350; but studies of the 
Tax Foundation indicate that after in- 
direct taxes, his actual tax bill will be 
closer to $1,200. The true tax bill is un- 
known to him, since he believes that the 
bulk of taxes is being paid by wealthy 
individuals and large corporations. 


Both as intelligent citizens and trust- 
men we have a duty to guide public 
opinion against the continuation of this 
tax-and-spend philosophy. As citizens 
we must fight for the right we have 
always had to earn, save, and finally 
bequeath our savings reasonably intact 
to our children and grandchildren. As 
trustmen we have a responsibility to 
our present beneficiaries to strive for 
an economic program which will pro- 
duce a sound and stable dollar and per- 
mit future beneficiaries to enjoy the 
fruits of their inheritance. 


Few people realize that the United 
States Government derives 84 per cent 
of its revenue from direct taxes, such as 
income, estate, and gift taxes. No other 
central government in the world draws 
so heavily on direct taxes. Britain for 
example, obtains 56 per cent, Canada 
55 per cent, and France 25 per cent 
from direct taxes. We must prevent 
further attempts to turn to inherited 
property for raising more tax income 
for spending purposes. The United 
States Treasury representative stated, 
before the last Committee on Ways 
and Means: “The President has recom- 


mended that a substantial part of the} 


additional revenue be obtained by re- 


vising and strengthening the estate and§ 
gift taxes in a manner which would f 
bring these taxes nearer to their proper | 


long-term place in our system.” We may 
conclude that a “proper long-term 
place” means further strangulation of 
the privilege of inheritance. 


Rob-the-Rich Fallacy 


The Treasury representative quoted 
above deplored the fact that since 1939 
the total yield from estate and gift taxes 
had barely doubled, while the revenue 
produced by the individual income tax 
was eighteen times as great. United 
States Treasury figures show that es- 
tates are definitely decreasing in size. 
The Report of the Department dealing 
with Federal Estate Taxes also shows 
that in 1930 10,382 returns filed totaled 
$4.165.000,000, while in 1948 there 
were 24,381 returns filed having a value 
of $4,791,000,000, which means that 
the average size of the estates reported 
had decreased roughly from $400,100 
to $196,000. 


The Federal estate tax was first 
enacted in 1916 with the highest 
bracket subject to a 10 per cent rate. 
One year later the rate was increased 
to 15 per cent. When the New Deal 
came into power in 1932, the rate was 
increased to 45 per cent, to 60 per cent 
in 1934, 70 per cent in 1935, and in 
1940 to the present 77 per cent. 


If the total value of all estates upon 
which Federal estate tax was paid in 
1948 was divided among the popula- 
tion, there would have been less than 
$30 for each man, woman, and child, 
an infinitesimal sum compared to the 
irreparable damage which would be 
done by destruction of individual initi- 
ative to earn and save. It is difficult to 
conceive of any one who does not de- 
sire to leave an estate to his beloved 
dependents. 
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A Continuing Campaign 


The issues of the recent campaign 
must remain uppermost in our minds, 
and we must not make the fatal mistake 
of becoming too immersed in our own 
immediate affairs. The problems of the 
nation are still with us and the recent 
election has solved none of them. There 


| js reason for confidence that progress 
) will be made, but it will not be easy. 
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President Eisenhower knows full well 
that a welfare state is in conflict with 
sound money, that sound money in turn 
cannot be had with continued inflation. 
But the moment he tries to stop some 
of the incessant spending, he is going 
to find that he is taking a habit-forming 
drug away from millions of people 
grown accustomed to it. Vital corrective 
action will be forthcoming only if he 
receives the determined support of the 
people. 

To receive this support, the people 
must be informed; and we as bankers 
and trustmen are in a better position 
to explain economic issues to the people 
than any other group—first because we 
understand these issues. and next be- 
cause we are close to the people. No 
business is more vitally concerned in 
a sound future economy. 


Our Customers, the Voters 


Most voters are bank customers, so 
a contact has already been made. There 
are nearly 100-million bank accounts in 
the 18,000 banks and branches in the 
United States. The number of savings 
accounts alone exceeds either Presiden- 
tial vote. 


Some 50 per cent of all wage earners 
have savings accounts, and 40 per cent 
have checking accounts. Also, about 90 
per cent of all accounts are under 
$5,000, so we already have an intro- 
duction to the so-called “average” 
American, whose influence can be so 
great at crucial periods. 


Bankers and trustmen are natural 
economic leaders in the community, 
and the average voter can be encouraged 
to look to the bank for an impartial 
analysis of proposed economic legisla- 
tion. I would like to see bankers and 
trustmen publicly declare that they will 
give much needed support to sound 
plans and methods for governmental 
reorganization. This might well mean a 
saving of $6- or $7-billion annually, but 
the real source of loss lies deeper. There 
was, and is, a constant and terrible 
danger to the nation in an executive 
structure so cumbersome that policy 
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decisions of life-or-death importance 
must be made in “hit-or-miss” fashion. 
No one can estimate in millions or 
billions the losses which bad organiza- 
tion can cause, or the gains which 
good organization can produce. 


We, the Rulers 


Our new President faces a battery 
of 65 huge agencies, some bigger than 
United States Steel, which report di- 
rectly to him, to say nothing of 1,800 
lesser boards, bureaus, and agencies. 
Expenses of the Department of Labor 
rose from $18 million in 1940 to $257 
million in 1950, expenses of the Com- 
merce Department rose from $75 million 
to $863 million. Congressional investi- 
gators found one small agency unit 
which had 24 supervisors for 25 em- 
ployees. 


Government reorganization is now be- 
ing studied by a special committee 
appointed last December by the newly 
elected President. According to Budget 
Director Dodge the new administration 
is determined to achieve a_ balanced 
budget. However, we must remember 
that no President can give us good gov- 
ernment or a sound economy without 


@ Santa Monica Palisades 


the constant support of fine citizens 
everywhere. 


In an address by Dr. W. Randolph 
Burgess before the American Philoso- 
phical Society a little over a year ago 
he remarked: 


1. A scheme of life that gradually 
depreciates the savings of the prudent 
an dthrifty will undermine the moral 
values of our democracy; and, in the 
last analysis, democracy is fully as 
much a moral attribute of a people as 
a physical one. 


2. If the money accounts of the na- 
tion are soundly in order, it is the 
best assurance that the nation itself is 
sound, 


3. In the long run, the operation of 
a democracy will depend on the educa- 
tion, understanding, and self-discipline 
of the people in specific relation to gov- 
ernment and the inculcation of sound 
traditions. 


A AA 


William T. Anderson, assistant trust 
officer, was one of two officers of CITY 
NATIONAL’ BANK & TRUST Co., Chicago, 
honored recently on the fiftieth anni- 
versary of their banking careers. 


IF you have customers moving to 
Central or Southern California, we 
shall be pleased to provide them 
with complete Trust Service. 
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Trust Conference 
(Continued from page 79) 


Bill, which permits creation of individ- 
ual tax-free retirement funds, might 
bring some desirable trust business, it is 
not, in the opinion of the panel mem- 
bers, likely to be enacted until reduction 
of Federal expenses permits a balanced 
budget, as these tax-free deductions 
would cause a shrinkage in tax revenue 
of an estimated $300-$400 million. A 
fuller summary will appear next month. 


Smaller Trust Departments 


The panel on Smaller Trust Depart- 
ments, ably conducted by Joseph M. 
Naughton, president, Second National 
Bank, Cumberland, Md., devoted its 
time to answering questions previously 
received and grouped under the main 
headings of personnel and investment 
procedures, with fees and reports com- 
ing in for consideration also. The “pay 
more money” answer to the personnel 
problem was supplemented by spelling 
out the sources of manpower and the 
opportunities available for training. 
Consideration of investment procedures 
included advisory services, investment 
policy, assistance from correspondent 
banks and the use of common trust 
funds. Trust investment committee meet- 
ings were discussed in regard to fre- 
quency and methods of reducing length 
of meetings. The unanimous opinion of 
the panel was that equities should be 
used in discretionary trusts, but with 
careful selection and supervision. A 
more complete account will be published 
in the March issue. 


Tax Changes Urged 


“The inequities, inconsistencies, and 
uncertainties which appear to bedevil 
taxwise many bona fide trust transac- 
tions should be eliminated or at least 
reduced to a minimum,” declared Car- 
lysle A. Bethel, Chairman of the Trust 
Division’s Committee on Taxation. This 
is necessary, he said, if millions of de- 
pendents and others without the time, 
ability, or judgment to handle property 
“are to continue to have full use of the 
Anglo-Saxon concept of the trust device 
without bearing an improper share of 
the tax burden.” 


Mr. Bethel then listed 15 points on 
which the Committee is urging statutory 
changes. (See page 91.) 

Increasing Net Earnings 


In maintaining a trust department on 
a profitable basis, the emphasis should 
be placed on economical and efficient 
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A.B.A. TRUST DIVISION COMMITTEE ON RELATIONS WITH 





SUPERVISORY AUTHORITIES 


The meeting between committee members and representatives of the government 
agencies in Washington, D. C., January 9, was attended by (seated from left to right around 
the table): L. K. Elmore( Connecticut bank commissioner; Charles E. Orcutt, assistant 
secretary, Trust Division, A.B.A.; Merle E. Selecman, executive manager, A.B.A., and 
secretary, Trust Division; John W. Remington executive vice president, Lincoln Rochester 
(N. Y.) Trust; Robert C. Masters, assistant director, Division of Examinations, Federal 
Reserve System, Washington; William P. Wiseman, vice president and trust officer, 
Chicago Title and Trust Company; and William G. Cleaver, vice president and trust 
officer, First National Bank and Trust Co., New Haven. 


Those standing around the table are (from left to right): Charles H. Franklin, 
assistant chief national bank examiner, Office of the Comptroller of the Currency, Washing- 
ton; Trevor V. Roberts, assistant counsel, Office of the Comptroller; Thoburn Mills, vice 
president, The National City Bank, Cleveland; William M. Taylor, Deputy Comptroller 
of the Currency; and J. Anton Conner, review section chief, Federal Deposit Insurance 

Corp., Washington. 


operation and only secondarily on in- 
creasing the schedule of fees, William G. 
Cleaver, vice president, First National 
Bank & Trust Co., New Haven, Conn., 
stated in his address. If determining 
costs and increasing fees were all there 
were to it, we would soon price our- 
selves out of business for it would place 
a premium on wasteful methods and in- 
efficiency, he said, the cost of which 
would be saddled onto the public. In the 
final analysis, the overall policies deter- 
mine trust profits. 


Mr. Cleaver discussed eight factors 
that play an important part in the profit- 
able operation of every trust department. 
These are developed at page 123. 


Corporate Trustees and 
Discretionary Trusts 


In an address that was regarded by 
many delegates as presenting a less than 
flattering picture of corporate fiduciary 
discretion and initiative,’ Professor A. 
James Casner of Harvard Law School 
warned trustees against passive accept- 
ance of dictation from a family spokes- 
man in regard to making discretionary 
payments of principal or income. Regu- 
lar investigation should be made to 
determine judicious payments, and rec- 
ords should show that such investiga- 
tion was made, according to Mr. Casner. 


This not only enables the trustee to ful- 
fill the legal responsibilities of using dis- 
cretion, but minimizes the danger that 
the Treasury Department may remove 
the income tax advantages of this type 
of trust, much as was done through the 
Clifford regulations. 


Three steps were suggested: 


1. Developing a uniform program 
of investigation and reports, the latter 
becoming part of the trust file. 


2. Informing all creators of discre- 
tionary trusts that the corporate trus- 
tee will exercise its own discretion 
although it will consult the family. 


3. Setting fees for a discretionary 
trust of this type higher than for a 
non-discretionary account, in order to 
cover additional expense and to demon- 
strate clearly the trustee’s intent. 


Investment Round-Robin 


Dr. E. Sherman Adams, deputy man- 
ager in charge of the Department of 
Monetary Policy of the American Bank- 
ers Association, acted as leader for the 
Tuesday afternoon program devoted to 
investments, economics, and the _ busi- 
ness outlook. 


Subject to international developments 
and the Policies of the Treasury and 
Federal Reserve Board, this year should 
witness unchanged or slightly lower 
long-term interest rates, with stability 
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also in the short-term sector, according 
to the analysis of Dr. Marcus Nadler, 
New York University finance expert. 
Demand for capital from corporations 
should tend to lessen as industrial ex- 
pansion slackens and greater recourse 
js had to retained earnings and re- 
serves, he told the Conference. 


Dr. Nadler remarked that the recent 
rediscount rate rise was debatable and 
that increased commercial loans were 
due to the high level of business and 
not to speculation or abuse of redis- 
count privileges or other unfavorable 
trends, which he professed to see as 
on the ebb. In his opinion, commercial 
loans should decline during the first 
half, in which event the prime rate will 
remain unchanged. Dr. Nadler’s ad- 
dress appears at page 107. 


Martin R. Gainsbrugh, chief econo- 
mist of the National Industrial Confer- 
ence Board, Inc., reported to the con- 
ferees that current indices would, if 
maintained throughout the current year, 
show a gain of about 5% in G.N.P. and 
perhaps 7% in the Federal Reserve In- 
dex of industrial output. Remarking 
that business opinion varies as to the 
length of time that this rate of activity 
can be sustained, he cited seven ele- 
ments on the constructive side and a 
like number which deserve attention on 
the negative, such as high levels of con- 
sumer debt, softness in farm and other 
commodity prices, the reduced number 
of housing starts, increasing interna- 
tional trade competition, continuing 
weakness in profit margins with low 
retained earnings, and the possibility 
of defense slackening at the moment 
of lessened private expenditures. 


More is known today about causes 
of business cycles than ever before, but 
our ability to take firm measures to 
control fluctuations at the proper time 
is as yet undemonstrated. Postwar de- 
flations, asserted Mr. Gainsbrugh, have 
always been accompanied by drastic 
correction rather than by mild transi- 
tion into a strong economy. The course 
of affairs in late 1953 or after depends 
upon prompt action by industry in the 
early stages of any weakness which 
may develop, otherwise government will 
intervene later on. By use of more sensi- 
tive economic tools, private action to- 
day has the chance to test various 
measures designed to correct disloca- 
tion in an early stage. 


Despite the “cheerful monotony” of 
optimistic headlines and the fact that 
“business looks mighty good right 
now,” it is doubtful whether consump- 
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tion is keeping pace with production 
and this condition will, if continued, 
bring a testing period, according to 
Buren H. McCormack, executive editor 
of the Wall Street Journal. The present 
$24 billion of consumer credit outstand- 
ing, an increase of 15% in the year, 
and the $67 billion home mortgage 
total, up $7 billion in the year, plus the 
evident softness in commodity prices 
in general and farm products in partic- 
ular, are things to keep an eye upon, 
warned Mr. McCormack. 


Manufacturing appears to be feeling 
the sharpest impact from the wave of 
post-election free-enterprise enthusiasm 
and many industrialists are optimistic 
about 1953 volume. Only a few lines 
are laggard, which is not unusual at 
any period in the economic cycle, but 
there is agreement that increasing com- 
petition will step up the sales pressure, 
with more emphasis upon techniques to 
overcome growing customer resistance. 


Question Period 


Dr. Adams conducted a lively ques- 
tion and answer period at the conclusion 
of the formal addresses, both with ques- 
tions previously submitted and from the 
floor. In the economic sphere, it seems 
that the panel members are not too ap- 
prehensive over the much-talked-of ef- 
fects of a reduction in Government 
spending, but they would rather see the 
slack taken up by civilian spending than 
to have a return to a defense economy, 
with controls and higher taxes, due to a 
deterioration in the international situa- 
tion. Private debt, while now large, need 





PARTICIPANTS IN TRUST CONFERENCE 
PANEL ON “INVESTMENTS, ECONOMICS, 
AND THE BUSINESS OUTLOOK” 


Seated left to right: George C. Barclay, vice 

president, City Bank Farmers Trust Com- 

pany, New York, and chairman of Executive 

Committee of the Trust Division; Dr. Mar- 

cus Nadler and Martin R. Gainsbrugh. 

Standing: Dr. E. Sherman Adams, Buren 
H. McCormack, and R. C. Behrens. 


not be perilous but private lending 
should be controlled voluntarily to avoid 
a degree of overexpansion which could, 
in event of an industrial downturn, 
cause a wave of defaults, repossessions, 
and foreclosures. Suggested guideposts 
are retail trade figures, industrial con- 
struction, inventories, and any other 
pointers, including dealer attitudes, 
which will help in determining whether 
goods are actually moving into con- 
sumption or only into the distribution 
pipelines. The opinion was also ex- 
pressed that further wage boosts would 
tend to meet increased resistance from 
this point. 


Specific suggestions in the investment 
field were: to avoid long term bonds in 
general, as well as preferred stocks, be- 


(Continued on page 147) 
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Why Joint Ownership ? 


ESTATE TAX SAVING MAY INCUR INCOME TAX PENALTY 


RALPH WALLACE 


Vice President, Kennedy Sinclaire, Inc.. New York 


O%: OF THE LATEST WARNINGS about 
the disadvantages of joint owner- 
ship is a leaflet distributed by a New 
York bank. In the seven disadvantages 
listed, number five reads: 


“Income Tax if Property Sold— 
When a surviving joint owner sells 
the property, the rule seems to be 
that his ‘cost basis’ for Federal in- 
come tax is the original purchase 
price—instead of the value existing 
at the death of the first owner to die. 
The rule is likely to impose a big 
income tax on a widow who sells the 
family home. If the property was 
bought many years ago, the selling 
price may exceed the original cost. 
She must report the ‘gain’ unless, 
under the relief provision of the 1951 
Revenue Act, she uses the proceeds of 
sale within a stated period to acquire 
a new home.” 


An example is given where the hus- 
band paid $20,000 for the home, it was 
worth $35,000 when he died, and his 
widow sells it for $35,000. If the home 
were jointly owned, the widow must pay 
a capital gains tax on $15,000. But if 
the husband had kept the property in 
his name alone and left it to her in his 
will, she would not have had any capi- 
tal gain on the sale, for her basis would 
have been the same as her selling price. 


This point concerns a great many 
persons, even the man who leaves an 
estate well under the $60,000 estate tax 
exemption. But how many married men 
who carry their homes in joint names 
know about it? And the fact that the 
tax blow is not expected makes matters 
all the worse; it can upset the most 
careful plans for the financial protec- 
tion of the family. 


Basis of Sole Property 


What is the basis to the widow who 
receives at her husband’s death a resi- 
dence or other asset not in joint names? 
Under Sec. 113(a)(5), her basis is 
the fair market value at the date of 





This article is based on a paper presented be- 
fore the 11th Annual Institute on Federal Taxa- 
tion at New York University. 
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the husband’s death, except where the 
executor elects optional valuation one 
year later. The Regulations state that 
the value of the property as appraised 
for Federal estate tax shall be deemed 
to be its fair market value. Or, if the 
estate is not subject to the Federal es- 
tate tax, then the value for the State 
tax shall be deemed to be its fair market 
value. 


This estate-tax-valuation rule some- 
times works an income tax hardship 
on the beneficiaries of the estate. For 
example, the husband’s estate is not 
large enough to pay a Federal tax—but 
it does pay a State inheritance tax, and 
the rate is only one or two per cent. 
The property is valued for the State 
tax considerably under its real value. 
Perhaps this is customary in the local- 
ity, or the executor is a little too ag- 
gressive and successful in the matter 
for the widow’s interests. At any rate, 
a $10,000 property is valued, say, at 
$5,000, and this may save $50 to $100 
in inheritance tax. But it may cost the 
widow up to 26% of $5,000 in income 
tax, for if she sells the property for its 
real value of $10,000, she has a $5,000 
capital gain. 


It appears, however, that the benefi- 
ciary may successfully contend for a 
higher basis than the estate or inheri- 
tance tax value if that value was clearly 
incorrect. In Augustus, 40 B.T.A. 1201 
(1939; acq.) a large block of stock in 
the estate was valued, under the block- 
age rule, at a few points under the price 
for which the stock was selling on the 
stock exchange on the date of death. 
Several years later, when the benefici- 
ary sold some of her stock, she claimed 
that the estate tax valuation did not 
conclusively establish fair market value 
—that its actual market value on date 
of death was represented by the stock 
exchange prices. The Board of Tax 
Appeals agreed with the taxpayer and 
allowed her to use as her basis the stock 
exchange price. 


In McConnell, 29 B.T.A. 32 (acq.) 


the devisee of real estate, after selling 
it, produced expert testimony that the 
Federal estate tax valuation had been 
too low. The Government failed to dis- 
credit this testimony, so the court allow- 
ed a higher income tax basis. 


Optional Valuation Costly 


Another way in which the executor 
may, in his attempt to keep estate and 
inheritance taxes down, saddle the bene- 
ficiaries with extra income taxes is to 
value the estate as of one year after 
death if that gives a lower value. The 
estate tax saved may be less than the 
additional income tax resulting from 
the lower basis. 


Suppose, for example, a husband 
leaves his $140,000 estate to his widow. 
A year after death the estate is worth 
$10,000 less, so the executor makes the 
election under Section 811(j). In doing 
so he might save, one would think, 
$2,720 Federal tax, for the rate from 
$130,000 to $140,000 is 27.2%. But 
with the marital deduction, actually the 
net taxable estate before the $60,000 ex- 
emption is reduced not from $140,000 
to $130,000, but from $70,000 to $65.,- 
000. That would save only $350 in Fed- 
eral estate tax. In relation to $10,000, 
$350 is 312%, so the real top bracket 
on a $140,000 estate of a married man 
—if he takes full advantage of the mari- 
tal deduction—is only 314%. 


Now, the beneficiary’s top income tax 
rate may be as high as 26% when the 
estate assets are sold. Can it be said 
that it is clearly the duty of an execu- 
tor to value the estate, if he has a 
choice, at the lower of two figures when 
by so doing he saves one tax for the 
beneficiaries at the rate of 314% but 
may push them into a 26% tax? Of 
course, there are a good many sides to 
the question, each of which must be 
analyzed for over-all consequences. 


Joint Basis 


Suppose the family residence was in 
both husband and wife’s names as joint 
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tenants with right of survivorship or as 
tenants by the entirety. Where they 
were tenants by the entirety, the Su- 
preme Court ruled in Lang, 289 U.S. 
109, (1933) that the survivor’s basis 
was the original cost. The decision was 
not based on the law of any particular 
jurisdiction; it would apply wherever 
a tenancy by the entirety is recognized. 
The court said in part: 

“. . . when the husband died, the 
wife, in respect of this estate, did not 
succeed to anything. She simply con- 
tinued, in virtue of the nature of the 
tenancy, to possess and own what she 
already had. Giving the words of the 
statute their natural and ordinary 
meaning, as must be done, it is obvi- 
ous that nothing passed to her by 
bequest, devise, or inheritance.” 


There seems to be no possible escape 
from the low basis where the home is 
held in a tenancy by the entirety. And 
there is very little more chance, if any, 
to escape the low basis where the hus- 
band and wife are joint tenants with 
right of survivorship. The outstanding 
ruling is G.C.M. 6677 (VIII-2 CB 172), 
issued in 1926 under the 1926 Revenue 
Act. This ruling deals with real estate 
in Illinois, but its reasoning should be 
applicable in other States as well. From 
the ruling: 


“With respect to tenancies by the 
entirety, there is no inconsistency 
involved in including the entire value 
of property jointly held in the gross 
estate of the decedent, for estate tax 
purposes, and at the same time re- 
quiring that the basis in the hands 
of the survivor, for income tax pur- 
poses, shall be the original cost. 
The Federal estate tax law taxes 
‘not the interest to which some per- 
son succeeds on a death, but the in- 
terest which ceased by reason of the 
death.’ . . . Since, during the joint 
lives, each joint tenant, in legal 
theory, has the entire estate, it fol- 
lows that the interest which ceases 
on the death of the first joint tenant 
is the entire interest, and therefore 
the entire value of the property may 
properly be included in decedent’s es- 
tate for estate tax purposes. The 
same theory requires holding that the 
survivor acquires the entire estate, 
not when decedent dies, but on the 
original conveyance to the joint ten- 
ants, and that the Government, there- 
fore, is not applying one theory of 
joint tenancy to the estate tax and 
another theory to the income tax, but 
is using the same conception of joint 
tenancy for both taxes. ... The es- 
tate tax law does, however, make 
special provision for the situation 
where, as in the instant case, the wife 
contributes a part of the cost of the 
property. In that event the entire 
value of the property is not included 


in the gross estate of the decedent, 
whether the estate is a joint tenancy 
or a tenancy by the entirety. ... But 
there is no corresponding authority in 
the income tax provisions of the 
Revenue Acts, which define the basis 
of property for gain and loss pur- 
poses, for such a recognition of eco- 
nomic as opposed to legal interests; 
nor has this office recognized such 
interests in determining the basis of 
property in the case of estates by the 
entirety.” 


There have been two later short rul- 
ings on the point: I.T. 3754 (1945 C.B. 
143), dealing with Wisconsin real es- 
tate, and I.T. 3785 (1946-1 C.B. 98), 
dealing with Minnesota real estate. Both 
say that the reasoning in G.C.M. 6677 


is applicable in the respective States. 


No Benefit from Low Basis 


Thus, the jointly owned home must 
be considered to have a basis in the 
hands of the widow equal to its original 
cost. This is a great disadvantage where, 
as is usually the case, the property has 
risen in value since the purchase. And 
there is rarely an advantage where it 
has fallen in value. Suppose, for ex- 
ample, the home cost $40,000, it is 
worth $25,000 at the husband’s death, 


and the widow as surviving owner sells 
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it for $25,000. It does her no good at 
all to have a $40,000 basis, for her loss 
is not incurred in a transaction entered 
into for profit and therefore is not de- 
ductible. Only in the improbable situ- 
ation where the downtrend in value is 
reversed at or about the husband’s death 
would the higher basis be helpful to 
her. 


What if the widow converts the prop- 
erty to rental use after the husband’s 
death, then later sells it? Here again, 
there would first have to occur a down- 
trend in value during the husband’s life, 


then the improbable increase in value 
after his death, before there would be 
any income tax advantage in joint own- 
ership. In most cases joint ownership 
would either result in an added capital 
gains tax or else would not help the 
widow in claiming a loss deduction. A 
loss deduction, of course, would be 
limited to the decline in value occurring 
after the property had been converted 
to rental use. 


Inconsistency and Relief 


Because these income tax disadvan- 
tages are usually unexpected by the 








Helping plan 147 estates 
developed 283 items 
of new trust business 


Since 1949 we have analyzed and helped plan the estates 
of 147 prospective customers. Their properties have a 
total value of $71,308,832. 


Here are the results of our experience, which may be 
helpful to you: 


Three trust officers — one of whom is a full time estate 
analyst — collected the necessary information and then 
prepared comprehensive, written reports on these 147 
cases. Our reports set forth the findings of our analysis 
of each estate. They disclosed the fact that succession 
taxes aggregating $34,738,788 could be levied against 
these 147 estates but that this tax take could be reduced 
to $11,734,030 by adopting certain specified, legal pro- 
cedures — a potential saving of $23,004,758. 


These analyses developed the need for 78 living trusts 
involving assets aggregating $7,597,312. To date, 21 of 
these trusts have been completed, containing assets valued 
at $2,158,285. Nearly all of the other 57 recommended 


trusts are in process. 


We are named to act as executor in 99 of these estates, 
having total assets of $37,424,428; and we have been 
designated testamentary trustee in 106 of these cases, 
having assets aggregating $32,632,352 (after deducting 


estimated taxes). 


We have no outside solicitors. These 147 prospects were 
referred to us by life underwriters, attorneys, accountants 
and our own customers. Most, however, came from life 
underwriters. 


We will gladly give you more detail on our experience — 
if you are interested. 
Warren T. Hackett, Vice President and Trust Officer 


THE HUNTINGTON NATIONAL BANK 
of COLUMBUS, OHIO 





husband and wife, a good case can be 
made out for their not being justified, 
After all, the practical differences be. 
tween the situation where a husband 
buys a home, puts it in his name and 
leaves it to his wife by will, and the 
situation where he buys a home and puts 
it in joint names—do not appear im. 
portant enough to cause such a big 
difference in the tax treatments. More. 
over, what are the practical differences 
between joint ownership and community 
property ownership? Economically, 
these two forms of ownership are simi- 
lar. Yet, Congress in 1948 expressly 
amended Section 113(a)(5) allowed 
surviving widows in the community 
property states to use a stepped-up basis 
for the family home—a basis equal to 
the value at the husband’s death, not 
only for the half that the husband leaves 
to the wife but for the wife’s own half 
share too. If the wife’s half share of a 
home owned as community property is 
considered to be acquired by her at her 
husband’s death “by bequest, devise, or 
inheritance,” would it not be just as 
reasonable to consider half, at least, of 
a jointly owned home to be acquired 
by devise from her husband? 


Section 112(n), added by the 1951 
Revenue Act, provides for the non- 
recognition of gain upon the sale of 
one’s principal residence if, within a 
stated period before or after the sale, 
all the proceeds of sale are used to 
buy or build a new home. The new 
home must cost at least as much as the 
old home sold for. There lies the diffi- 
culty, so far as a widow is concerned. 
She usually sells the old home because 
it is too big, or too expensive to main- 
tain. Very often she does not buy any 
new home at all, but goes to live with 
her children or in an apartment of her 
own. She would get some relief, of 
course, if she paid less for the new 
home than the old was sold for but the 
difference was less than the gain on the 
old one. So the tax relief is unavailable, 
or only partial. 


The best relief lies in avoiding joint 
titles wherever the tax disadvantages 
are likely to outweigh the theoretical 
conveniences of the survivorship form 
of registration. 


A A A 


Just “Revenue Rulings” 
Henceforth 


The Bureau of Internal Revenue will 
no longer publish its designations such 
as I.T., G.C.M., E.T., IR. Mim., but 
henceforth will issue only “Revenue Rul- 
ings.” 
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Tax Changes Needed 


15 SUGGESTIONS ON ESTATE AND TRUST TAXATION 


CARLYSLE A. BETHEL 


Senior Vice President & Senior Trust Officer, Wachovia Bank & Trust Company, Winston-Salem, N. C. 
Chairman, Committee on Taxation, Trust Division, A. B. A. 


ORK HAS BEEN STARTED by this 
prance on an agenda of points 
which seem to deserve effort. The omis- 
sion here of any point does not neces- 
sarily indicate that it is completely out- 
side of consideration by the Committee. 


(1) Revision of Section 162(d), In- 
ternal Revenue Code, with particular re- 
gard to the so-called 65-day and 12- 


month rules. 


(2) One $3,000 annual exclusion for 
gifts of future interests. If the trend of 
these adverse decisions continues, it may 
become necessary for some donees to 
furnish with the information return a 
photograph of what was purchased with 
the gift. 

(3) Statutory reversal of doctrine 
of Plunkett and Johnston cases, to elimi- 
nate taxation of beneficiaries on non- 
income items. A change should be made 
in the inequitable concept of these cases 
so that, when state laws undertake to 
do justice to income beneficiaries by 
awarding them funds of a trust which 
are not income in the hands of the 
trustee, such award does not transform 
the funds into income. 


(4) Income taxation of estates and 
trusts only as provided in Supplement 
E of Code. Courts should not be per- 
mitted in cases like Clifford to invoke 
broad and general provisions of the 
Code such as Section 22 in their efforts 
to flog the whipping-boy. Fair play en- 
titles trustees and their customers to a 
bill of particulars and a non-retroactive 
one at that, 

(5) Increasing the annual income tax 


exemption of trusts from $100 to a point 
where the expense of preparing, filing, 


| processing, and auditing returns will 
| not be incurred by the trustee and the 
_ Bureau of Internal Revenue in respect of 
| an inconsequential amount of income 


and tax. 


(6) Treatment of life insurance for 





From Report to A. B. A. Mid-Winter Trust Con- 
ference, Feb. 10, 1953. 
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estate tax purposes. Life insurance 
passing from a decedent to his benefici- 
aries should be taxed in the same man- 
ner as other intangible properties, that 
is, solely on the basis of ownership, 
eliminating the premium payment test. 


(7) Exemption from gift tax of the 
transfer of survivor interest of employee 
in qualified retirement plan. There is 
so much uncertainty about whether the 
transferee in such a case will ever enjoy 
the benefits of the transfer that no tax 
should be imposed until such benefits 
actually begin. 


(8) Suspension of income tax on 
contributions by employees to a quali- 
fied retirement plan. Amounts which an 
employee contributes by payroll deduc- 
tions to a retirement plan are actually 
income to him only when he receives 
his benefits from the plan. It seems fair 
(and in keeping with the fact that the 
employer may deduct its contributions) 
to allow the employee to exclude his 
own contributions from taxable income 
in the year he contributes and to tax 
him (or his beneficiary) upon receipt 
of the benefits. If Congress should allow 
self-employed individuals to deduct 
their contributions to retirement plans, 
similar treatment should be afforded 
corporate employees. 


(9) Change in 3% rule on income 
taxation of annuities. The present rule 
often prevents an annuitant from re- 
covering his cost during his lifetime. It 
would be fairer to subtract the cost from 
the total anticipated payments on the 
basis of the annuitant’s actuarial ex- 
pectancy, and spread the “profit” over 
his expectancy. 


(10) Date of death income tax cost 
basis for all property includible in es- 
tate tax return. There seems to be no 
reason of substance why property in- 
cludible in a decedent’s gross estate for 
estate tax purposes (such as transfers 
in contemplation of death and property 
passing by survivorship, including es- 
tates by the entirety), should not there- 


by acquire an income tax cost basis 
equal to its value at the date of death 
(or one year later if optional valuation 
is elected), as does other property in- 
cludible in the gross estate. 


(11) Mortgage foreclosures by es- 
tates and trusts. It would be fairer to 
suspend any tax significance until the 
property acquired upon foreclosure is 
resold. 


(12) Extension of one month for in- 
come tax returns and declarations. Re- 
turns and declarations under existing 
deadlines ‘ create extremely bad pres- 
sures and personnel conditions, increase 
preparation costs and result in peak 
loads detrimental to the interests of 
both the public and the Bureau. It is 
hoped that the pertinent statutes can 
soon be amended so that all individuals 
will have another month for filing final 
returns and initial declarations and pay- 
ing the taxes due thereunder. 


(13) Application of statute of limita- 
tions to information filed by trustees as 
to retirement trusts. lf the trustee files 
with the commissioner all information 
required by his regulations to obtain 
exemption status for a retirement trust, 
such trust should be entitled to the same 
statute of limitations as is applicable to 
other taxpayers filing income tax 
returns, 


(14) Extension of time for redemp- 
tion of stock to pay death taxes under 
Sec. 115(g). If death tax issues are 
litigated it may be impossible to deter- 
mine the total taxes within the ordinary 
period of three years plus 90 days after 
the Federal estate tax return is due. In 
such cases the time for redemption 
should be extended until 90 days after 
litigation is concluded. 


(15) Retirement plans for self-em- 
ployed individuals. The committee will 
continue to work for the enactment of 
the Jenkins-Keough bill to permit self- 
employed persons to deduct contribu- 
tions to tax-qualified retirement plans. 
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NEW HIGHS IN TRUST ASSETS 


ANNUAL REPORTS SHOW MANY RECORD 


EVENTY OF THE FIRST 85 annual 
S stockholder reports received by 
Trusts AND Estates from banks and 
trust companies record an increase in 
trust assets over 1951, and 23 of them 
reached an all-time high in trust assets 
at the year end. Reports on trust de- 
partment income were rare, but 21 
announced increases in gross income, 
eight of them being all-time highs. Re- 
grettably 13 reports contained no in- 
formation or figures whatever regard- 
ing the trust department. 


Increased taxes, salaries and other 
costs were widely noted, with special 
emphasis upon the taxes. The following 
excerpts are illustrative: “this tax pro- 
vision amounts to $8.00 per share, more 
than three times the amount paid in 
dividends” . . . “The impact of taxes 
may be illustrated by the fact that we 
are now contributing to the government 
at the rate of 71 cents for each dollar 
paid to our officers and employes.” . . 
“While banks admittedly should pay 
their fair share of the tax bill, they 
should certainly be exempted from any 
Excess Profits Taxes if that unfortunate 
and unwise form of taxation is to con- 
tinue. Banks do not have excess profits 
in the sense of manufacturers or pro- 
cessors who may be the direct benefici- 
aries of government procurement for 
defense purposes. . . . The law as now 
drawn penalizes the growing and 
aggressive bank and largely prevents 
the building up of capital structures to 
keep pace with our expanding banking 
economy.” One bank took occasion, in 
discussing taxes, to comment on a result- 
ant aspect of its trust investment policy: 
“Tn these days of higher taxes and diff- 
cult investment problems we believe a 
soundly managed family business con- 
stitutes a proper continuing investment 
in the trust estate of the founder.” 


The matter of inadequate fees con- 
tinues to receive close attention. One 
bank reported: 


“Fiduciary fees, particularly in the 
Middle Atlantic and New England 
states, have for a long time past failed 
adequately to compensate for the re- 
sponsibility and the work involved. 
This situation is gradually improving, 
and new business is accepted only at 
rates which we feel will yield some 
reasonable profit. Over the years as 
the older business at low rates runs 
‘off and the newer business at modern 


rates goes on our books, we will begin 
to show a more adequate return for 
our stewardship.” 


Another told its stockholders: 


“While the Company has made a 
profit in every year of its existence, 
the margin in our case, and in the 
trust business generally, is too small 
in relation to the volume handled, the 
duties and risks assumed, and the 
capital invested. Recent studies have 
indicated that a great majority of per- 
sonal trust departments of banks oper- 
ate at a small profit, if any ... New 
York is one of the leading trust states 
of the Union. Yet even after the in- 
creases in trustee commissions some 
years ago, its scale of statutory com- 
pensation is still relatively low by com- 
parison with other states . .. we are 
taking steps to bring our sub-standard 
personal trust fees up to statutory 
levels. We are also raising fees in 
other departments where present rates 
are obsolete. One thing, however, must 
be emphasized. Whatever the outcome 
of the present studies of compensation, 
we must be careful not to place expe- 
rienced trust service beyond the reach 
of estates and trusts of moderate 
size.” 


The thought of this last sentence, 
pointing up the basic fact that what 
trust business has to sell is a service to 
people, finds expression also in the 
report of a century-old trust company: 
“The personnel of this department is 
concerned not only with the manage- 
ment of property but also with the well- 
being of those who entrust the manage- 
ment of their affairs to our care—the 
elderly, widows and widowers, children, 
and others who wish to free themselves 
of burdensome detail.” 


Following are excerpts from some of 
the reports reviewed to date. Others will 
be published in the March issue. 


PROPERTY HELD FOR CLIENTS 
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From annual report of United States 
Trust Co., New York 





TOTALS 


ALABAMA 


MERCHANTS NATIONAL BANK, Mobile 


This important department of the Bank's} 


service has continued to show healthy growth, 
. . During the year there have been added 
to the departmental staff individuals with 
legal training and special knowledge of and 
experience with investment analysis. Existing 
retirement funds in our care have grown 
substantially. 


ARIZONA 


First NATIONAL BANK oF ArIzoNA, Phoenix: 


The volume of fiduciary business which our 
Trust Department has handled in 1952 tops 
any of its previous figures. .. . 


CALIFORNIA 


CauirorniA Trust Co., Los Angeles: 


During 1952, trust accounts increased about 
22% in amount, and now stand at the highest 
total in the company’s history. This represents 
a fourfold increase since 1942. 


The volume of new trust accounts and wills 
deposited continued at an increased rate to 
produce an all-time high. Employee benefit 
plans handled by the Company increased by 
34% during the year. 


Notwithstanding rising costs, such as salar- 
ies, taxes, and general office expenses, net 
earnings continued at a satisfactory level. 


Security-First NATIONAL BANK, 


Los Angeles: 


The Trust Department continued its steady 
growth. The estimated value of trust assets 
at the year-end and the gross trust fees col- 
lected in 1952 exceeded corresponding 
amounts for any previous year. There was 
a substantial gain in all forms of trust ac- 
counts, both in number and dollar value, in- 
cluding pension and profit-sharing trusts. 


Union Bank & Trust Co., Los Angeles: 


Trust assets are at a new high. . . . The 
increasing volume of new wills appointing 
the bank is substantial. Escrow business, still 
at a high level, is down from last year. Pen- 
sion and profit-sharing plan appointments 
have increased, both in number and _ asset 
volume. 


AMERICAN Trust Co., San Francisco: 


The Trust Department had an unusually 
large volume of business during the year. An 
active securities market brought a sizeable 
increase in the number of stock transfers and 
registrations, and resulted in numerous spe- 
cial transactions for corporate customers, in- 
cluding subscription offerings, security re- 
demptions, and new stock and bond issues. 


’ Personal trust business continued to expand, 


(Continued on page 141) 
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THE HANOVER BANK 


Reports for 1952 


“The Hanover Bank continues to rank among the leading banks of the 


country in correspondent bank relationships. It is gratifying that nearly 


600 domestic banks of our 2400 banking correspondents here and abroad 


have been our customers for more than half a century.” —From The Hanover 


Bank’s 1952 Annual Report. 


TRUSTEES 


er A. BURDEN 
. M. Bu <% & Co. 

ae S. CATES 

Chairman of the Board 

Phelps Dodge Corporation 
COLBY M. CHESTER 

Honorary Chairman 

General Foods Corporation 
FRANK A. CHRISTENSEN 

President 

America Fore — Group 
JOHN B. CLAR 

President, The Clark Thread Co., Inc. 
JARVIS CROMWELL 

Chairman of the Finance Committee 

Iselin-Jefferson Co., Inc. 
GEORGE W. DAVISON 

Honorary Chairman 
MORSE G. DIAL 

President 

Union Carbide and Carbon Corporation 
THOMAS DICKSON 

President, Berlin and Jones Co., Inc. 
WALTER G. DUNNINGTON 

Attorney 

Dunnington, Bartholow and Miller 
WILLIAM A. ELDRIDGE 

Vice Chairman 
WILLIAM F, C. EWING 

President 

Alexander Smith, Incorporated 
WILLIAM S. GRAY 

Chairman of the Board 
C. JARED yr oe ween 

Chairman of the Boa 

Kansas, Oklahoma poe Gulf Railway Co. 
K. T. KELLER 

Chairman of the Board 

Chrysler Corporation 
JOSEPH H. McCONNELL 

President 

National Broadcasting Company 
R. E. McNEILL, JR. 

President 
J. K. OLYPHANT, JR. 

Vice Chairman 
EUSTIS PAINE 

Chairman of the Board 

New York and Pennsylvania Co., Inc. 
AUGUSTE G. PRATT 

Chairman of the Board 

The Babcock and Wilcox Company 
GWILYM A. PRICE 

President, Westinghouse Electric Corp. 
LUCIUS F. ROBINSON, JR. 

Attorney, Robinson, Robinson and Cole 
JOHN P. STEVENS, JR. 

Chairman of the Board 

J. P. Stevens & Co., Inc. 
WILLIAM WOODWARD, JR. 

New York 
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Statement of Condition, December 31, 1952 


ASSETS 
Cash and Due from Banks . . . « « «§$ 561,341,671.50 
| 511,476,756.66 


U. S. Government Securities . 


State and Municipal Securities . 3754175955+44 
Other Securities 4 13,644,140.11 
Loans and Bills Purchased . 690,746,173.08 
Real Estate Mortgages . 7,269,179.31 


8,950,011.00 


2,420,903. 34 


Banking Houses 
Interest Accrued 


Customers’ Liability on 


Acceptances Outstanding 15,933,064.72 
LIABILITIES 
Deposits . © $1,676,834,062.46 
Acceptances . . $25,681,293.48 
In Portfolio - 8,667,544.03 17,013,749.45 
Reserves: etal nari 
Taxes, Interest, etc. . 12,037,738.93 
Dividend: 
Payable January 2, 1953 . I ,200,000.00 


Capital . . . « « +$24,000,000.00 
Surplus . . . « «+ ~100,000,000.00 
Undivided Profits . 18,114,304.32 

$1,849,199,855.16 


There are pledged to secure public monies and to qualify for fiduciary powers 
U. S. Government Securities carried at $98,318,997.07 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 


142,114,304.32 
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ESTATE PLANNERS HAVE A “DAY” 


IFE UNDERWRITERS, ACCOUNTANTS, 

lawyers, trust officers, home office 
officials and clients taxed the capacity 
of the main ballroom of the Hotel Mc- 
Alpin in New York, January 28th, to 
hear a panel discussion of “Tax Aspects 
of Estate Planning,” on the occasion of 
the Fifth Annual Estate Planner’s day 
sponsored by the New York Chapter of 
Chartered Life Underwriters. 


The members of the panel were: 


Raymonp A. Horrman — C.P.A., 
member of the Bar; partner in tax de- 
partment of Chicago office of Price 
Waterhouse & Co., Past Chairman of 
Committee on Taxation of Illinois So- 
ciety of C.P.A.’s; Faculty Associate in 
the School of Business, Indiana Uni- 
versity. 


Rosert M. Lovett—Vice President 
of The Hanover Bank, New York, in 
charge of Estate and Trust Administra- 
tion; member of faculty of Graduate 
School of Banking at Rutgers Uni- 
versity. 


ALBERT MANNHEIMER—Partner, law 
firm of Nathan, Mannheimer, Asche & 
Winer, New York; Lecturer at Wills, 
Trusts and Estates Section, Association 
of the Bar of the City of New York; 
member of Committee on Federal Es- 
tate and Gift Taxes, American Bar Asso- 
ciation. 


JamMEs O. Wynn—Partner, law firm 
of Wynn, Taylor & Blattmachr, New 
York; co-author of “Montgomery’s 
Federal Taxes — Estates, Trusts and 
Gifts”, member of Committee on Pen- 
sion and Profit-Sharing Trusts and 
Committee on International Double 
Taxation, American Bar Association. 


Joet I. Frrepman—Member of Mr. 
Mannheimer’s firm; consultant in Es- 
tate Planning. 


Chairman and Moderator Samuel L. 
Zeigen, C.L.U., General Agent in New 
York City of the Provident Mutual Life 
Insurance Co. and a member of the Bar, 
stated at the outset that a gathering of 
this kind gave definite proof that the 
life insurance business has come of age, 
and also that the underwriter can now 
take his proper place on the Estate 
Planning Team. He observed that life in- 
surance must be put in its proper place 
in the discussion of estate planning for 
two major reasons: First, the man of 
means actually has more general assets 
than life insurance; and, second, the 
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rich man—like the poor man—takes his 
life insurance for granted. 


Responding to a number of written 
questions as to what the panel could 
do to help an agent sell more life in- 
surance, Mr. Zeigen pointed out that 
the purpose of a meeting such as this 
was to give the agent a vision of the 
possibilities and the value of accumu- 
lating knowledge; that, in order to be 
effective, the ideas given by the panel 
must pass through the crucible of every 
agent’s thinking; that the primary pur- 
pose was to help with the long-term 
objective of gaining prestige and knowl- 
edge so that the underwriter could take 
his proper place on the Estate Planning 
Team; that the rewards exceed the 
effort if the knowledge is used in the 
right place with the right people. 


A brief summary of the major points 
discussed by the panel follows: 


APPORTIONMENT OF ESTATE TAXES: 
Mr. Wynn stated that apportionment of 
estate taxes must be given careful con- 
sideraiton in every estate plan if the 
beneficiaries are to receive the property 
which the estate owner wished them to 
get. Under the Federal rules, the residu- 
ary estate will bear the burden of the 
tax, except for life insurance and prop- 
erty subject to a power of appointment. 
Thus, unless the will makes a statement 
to the contrary, the beneficiary of any 
life insurance included would normally 
have to pay a part of the tax. New York 
and some other states go further — 
estate taxes are apportioned among the 
recipients of all types of property unless 
the will makes a clean-cut provision to 
the contrary. A recent New York case 
decided in December, 1952 (Matter of 
Rice reported in the New York Law 
Journal) held that even with respect to 
property located in Indiana the estate 
tax was subject to apportionment. 


Marita Depuction: To the question 
“Where the husband and wife are of 
the same age and have approximately 
the same amount of wealth, is it ad- 
visable to use the marital deduction?” 
Mr. Lovell answered that the difference 
in age between a husband and wife is 
not important. However, the age of the 
wife is important. In most cases, it is 
advantageous to take the maximum 
marital deduction, because the widow 
has the use of the income on the addi- 
tional money saved which would be lost 


if less than the marital deduction were 
taken. 


There seems to be no particular ad- 
vantage in attempting to equalize prop- 
erty between a husband and wife. This 
could increase the expense of admini- 
stration of the wife’s estate, as well as 
the tax liability of her estate, particu- 
larly in those instances where she can- 
not use the marital deduction. Special 
attention would also need to be given 
to the effects under state tax laws where, 
unlike New York, no marital deduc- 
tion exists. Nor is equalization of 
wealth between husband and wife ne- 
cessarily advantageous in estates rang- 
ing between $200,000 and $700,000, 
because of the small graduation in the 
tax rate. An article by Mr. Mannheimer 
in the January 1949 issue of the maga- 
zine “Taxes” proves this point in greater 
detail. 


CoMMoON DisasTER CLAusE: The Fed- 
eral law permits a presumption of sur- 
vivorship provided there is no actual 
evidence to the contrary. For this rea- 
son, it might be advantageous to pre- 
sume that the wife survives the husband. 
However, before deciding this question, 
a complete study must be made of the 
assets of both husband and wife, be- 
cause the cost of administration in the 
two estates might be larger with the 
common disaster clause, than without it. 


FoRMULA CLauseE IN Marita. DE- 
pucTION: If this clause is not properly 
drawn, the wife may receive more than 
50% of the estate. This is possible if 
the wife will receive property passing 
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outside the will such as life insurance, | 


joint property, intervivos trusts, bank 
accounts in trust, and gifts which are 
taxed in the estate as having been made 


in contemplation of death. The formula | 


clause, if property drawn, should pro- 
vide that an amount shall pass to the 
spouse which, together with other prop- 
erty which qualifies for the marital de- 
duction passing outside of the will, will 
equal 50%. 


If the marital bequest is given by | 


way of a legacy in New York State, no 
income would be payable for the first 


seven months after the death of the | 


testator, unless the will makes specific 


provision for the payment of income. | 


Furthermore, the executor would be 
subject to tax on any gain between the 
value as of the date of death and the 
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delivery of the legacy. However, if the 
devise is out of the residuary estate, 
the widow will get all of the increased 
value, and the executor will not be sub- 
ject to a capital gains tax. There -is a 
difference of opinion among authorities 
on this subject. Some prefer the residu- 
ary clause; others prefer a fractional 
legacy. An article by Kiley & Golden 
in the Nov. 1950 issue of T.&E. was 


| cited with approval. 


If a will contains a marital deduction 
trust, and a conventional trust, and 
there is a power of invasion, provision 
should be made for invading the mari- 
tal deduction trust first. Because the 
latter trust will be taxable in the wife’s 
estate, it is preferable to consume this 
property and thus reduce the ultimate 


| tax payable when the wife dies. 


In order to qualify for the maximum 
tax saving, it is advisable that all taxes 
be paid out of the residuary estate. If 
any part of the tax is to be paid out 
of the marital deduction share, then 
less than the maximum tax saving will 
be available. 


EsTATE Tax VALUATION OF STOCK 
IN CLosE Corporation: Mr. Hoffman 


developed the following reply: 
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If stock is sold to an outsider after 
death, or prior to the optional valuation 
date (one year after death) there is no 
problem; if such a sale is made in the 
regular way and at arm’s length, the 
price will be deemed such value. Apart 
from this, there are 16 different factors 
which are considered in determining 
value, five of which are fundamental: 


1. The price obtained for recent sales 
of the stock. 


2. The value of stock of comparative 
corporations. 


3. The operating history; rate of earn- 
ings; dividends paid, etc. 


4. The current balance sheet and valu- 
ation of assets on a_ liquidation 
basis, with inventories taken at 
actual value. 


5. Where the business is to be con- 
tinued, the importance of the dece- 
dent in producing the earnings of 
the company. In view of the statis- 
tical data which the Government 
will require to fix value, it is im- 
portant to prepare as much of the 
evidence at the time the estate is 
being planned so that it will be 
available for examination by the 
Bureau of Internal Revenue when 
needed. 


The proceeds of insurance owned 
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NATIONAL BANK OF MINNEAPOLIS 
Member Federal Deposit Insurance Corporation 


competent banking 


fiduciary services. 


by a corporation on the decedent’s life 
are considered an asset of the business 
as well as the cash value of insurance 
owned on the lives of other officers and 
key men. If the deceased has been 
instrumental in building up the busi- 
ness, the Government may permit an 
offset for the loss of his services. 


Fundamentally, there is no difference 
in the method of valuing a partnership. 
However, the problem of double taxa- 
tion must be carefully watched. There 
should be an agreement properly drawn 
so that income tax and earnings after 
death will be chargeable to the proper 
person. 


A suggestion was made at this point 
that the life insurance agent, in making 
a’ bequest of his renewal commissions, 
should consider dividing them into as 
many trusts as possible. Such income 
would then be split up among the vari- 
ous trusts, and taxes paid on a lower 
basis than would be the case if one 
person were to receive all the income. 
Two articles were recommended: August 
1952 Trusts AND Estates, and January 
1952 Tax Law Review. 


Two Kinps oF Maritat DEepuUCcTION 
Trusts: Mr. Mannheimer pointed out 





Northwestern 
National bank 







when you need 







and 







95 








that, contrary to common belief, there 
are two kinds of marital deduction 
trusts: the generally used power of ap- 
pointment trust and the estate trust. The 
latter provides that upon the wife’s 
death, the principal and any accumula- 
ted income should go to her estate. In 
states like New Jersey, the trust would 
still qualify, even though the income 
may be accumulated during the life- 
time of the wife for it is not necessary 
to comply with any of the requirements 
laid down for power of appointment 
trusts. There is great danger in putting 
non-productive property in a power of 
appointment trust, where it is coupled 
with a direction that such property be 
retained. This question does not arise 
under the estate trust since it is not 
necessary to direct payment of income 
to the wife currently. 


PROPERTY IN JoINT OWNERSHIP: Mr. 
Friedman stated that in smaller estates 
property so held can serve a good pur- 
pose. There is a saving of probate and 
administration expense and legal fees. 
There is also an advantage as to the 
claims of creditors of the first to die. 
However, these advantages should be 
considered : 

1. Since the property passes outright 

to the survivor, the advantages 


otherwise obtainable through the 
use of trusts are lost. 


2. There is the possibility that the 
purchase of property in joint names 
will create a gift tax problem. 


3. The Federal estate tax attaches to 
the full value of the joint property 
in the estate of the first joint owner 
to die, unless the survivor can prove 
payment of part of the purchase 








price. Where property has been 
purchased many years ago, this 
proof is either difficult or impos- 
sible to submit, and quite often re- 
sults in the payment of unneces- 
sary estate taxes. 


4. The base for capital gains tax pur- 
poses is the original cost of the 
property rather than its value at 
the death of the first joint owner. 
Where there has been an apprecia- 
tion in value during the first life, 
an unnecessary tax is payable on 
a sale by the survivor. 


JOINT AND SURVIVORSHIP ANNUITIES: 
Mr. Wynn commented that the taxation 
of such annuities is very unfair, since 
on the death of the first joint annuitant 
his estate will be taxed on the cost of 
replacing an annuity of a similar 
amount on the life of the survivor. Such 
value must be determined actuarially 
and may well exceed the original cost 
despite the fact that the first annuitant 
received a substantial return of his capi- 
tal. The regulations must be closely 
followed to avoid unnecessary tax. 


INSURANCE ON REtLaTIVES’ Lives: Mr. 
Mannheimer stated that there are many 
advantages in the following plan: A 
creates a trust in his will for the bene- 
fit of his son B, authorizing the trustee 
to buy life insurance on the life of the 
son, proceeds payable to B’s widow or 
children. The income from the trust is 
first used to pay the premiums, and any 
remainder distributed to B. Since the 
trustee pays the tax on the income used 
for the premiums, it normally will be 
lower than would be the case if the 
same amount of income were distributed 
to the son, who then used it to buy life 


PPrTtiitereretr tit 
Nearly 250 doctors, dentists and architects gather for Citizens and Southern National 
Bank’s estate planning Forum, in Atlanta, addressed by Joseph Trachtman, New York 
legal editor of T&E, as reported in the January issue (p. 55). Audience interest kept the 
meeting going an hour after scheduled closing. Among written comments were: “I feel 
that he (Mr. Trachtman) was both informative and forceful, and able to so simplify his 
remarks that one not well versed in finance or law is able to understand” . .. “the 
Doctors and Dentists present gave more attention to what was said than they do at the 


medical meetings” . 


. . “I realize this is good business for you; certainly it constitutes 


a distinct service to me.” 
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insurance. Another advantage is that 
upon the death of the insured, the pro- 
ceeds are not taxable in his estate, since 
he did not own the policy nor pay any 
of the premiums. The purchase of life 
insurance would not violate the general 
rule against accumulation of income in 
New York State, because there is a spe- 
cial statute permitting a trust to buy 
life insurance. If A has sufficient assets, 
he can create an immediate funded ir- 
revocable trust along the same lines, 
This would reduce his current income 
tax and his gross estate. 


Minors As BENEFICIARIES OF LIFE 
INsuRANCE: Mr. Friedman said that 
this method is not recommended be- 
cause guardianship will be necessary, 
with a possible expense for bonds and 
supervision by the bonding company; 
periodic accountings; the necessity of 
obtaining court orders to use the funds; 
legal fees and commissions for the 
guardian. It is preferable to make the 
estate the beneficiary, and distribute 
the proceeds by will; or to create a 
trust and have the proceeds payable to 
the trust. The latter method is more 
desirable since it avoids the possibility 
of the claims of creditors. Also, it may 
be possible for the insured to elect an 
optional mode of settlement. 


REDEMPTION OF STOCK UNDER SEc- 
TION 115(g)(3): Mr. Hoffman stated 
that great care must be exercised to 
avoid making gifts of the stock which 
might reduce the total amount held at 
the time of death to less than 35% of 
the gross estate. This section can also be 
used in retaining key men by arranging 
stock options for their benefit, together 
with an agreement, and in event of their 
death the corporation will redeem 
enough of this stock to pay their taxes. 
Insurance purchased by the corporation 
is advantageous in providing the funds 
to redeem the stock of the deceased. It 
was cautioned that the executor cannot 
redeem more stock than is needed to 
pay taxes. 


Do Corporate TRUSTEES Favor In- 
VASION OF PrincipaL: Mr. Lovell re- 
marked that, contrary to common belief, 
where the will is explicit with respect 
to such invasion, corporate trustees 
favor them. It is only where the langu- 
age is not clear that a corporate trustee 
must either not comply with the re- 
quest for principal, or ask for a con- 
struction of the will by the court. Mr. 
Mannheimer followed by pointing out 
the advantages of a corporate trustee. 


Transcripts of this session may be 
obtained for one dollar from Samuel 


L. Zeigen, 501 Fifth Ave., New York 17. 
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Lixe many employers, you might like to liberalize your pension plan to 
provide larger retirement incomes for your employees. But you hesitate to 
increase the fixed pension obligation you have already assumed. 

A sound alternative may be for you -to create a profit-sharing plan, or a 
thrift and savings plan, in addition to your pension plan. 

We have helped many companies work out such combination plans— 
plans that combine security and incentive. Let us help you explore the pos- 
sibilities of an effective retirement program for your company, including a 


cost estimate. Write or call our PENSION TRUST DIVISION. 
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A Trust Department Makes Plans to 


Manage a Small Business 


REESE H. HARRIS, Jr. 


Vice President, The Hartford-Connecticut Trust Company 


ESPITE THE LARGE NUMBER of in- 

dividually owned, small businesses 
in this country and the efforts of the 
trust profession to secure appointments 
as executor for as many estates as 
possible, the average trust department 
seldom has to take direct responsi- 
bility in the management of a small 
business. | do not here mean the more 
frequent instances of comparatively 
large businesses, usually incorporated, 
with fifty or more employees, where the 
majority owner and manager dies. We 
all find ourselves in that situation fair- 
ly often, and our responsibility there 
is not light. But because in those cases 
our responsibility is mostly of a policy- 
making type, we are much better quali- 
fied to discharge it than we are to op- 
erate the type of small business I pro- 
pose to discuss. What I have in mind 
are businesses with only one to ten or 
fifteen employees, usually unincorpora- 
ted, where one key-man, your deceased, 
was more important than all the rest of 
the personnel combined. 


The future may well bring more of 
this type of small business to us to 
administer, as our competitive trust-sell- 
ing effort, with its emphasis on the 
problems of businessmen and their es- 
tate plans, shows more results. But 
whether we have more or less of the 
administration of small business, the 
immediate problem is that you are fair- 
ly certain to face it sooner or later, and 
you will be glad if you have made some 
plans in advance. 


Reasons Against Management 


One plan would be to decide in ad- 
vance that your Bank will accept no 
such responsibility. Good reasons can 
be given for this position. In the first 
place, the legal hazards are consider- 
able. Without detail, reference can be 
made to the excellent analysis of these 
hazards by Devereaux McClatchey in 
Trusts AND Estates, August, 1931* 


From address before A. B. A. Mid-Winter Trust 
Conference, New York, Feb. 11, 1953. 


*T&E, Aug. '51, p. 528. 
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As that article shows, despite all pre- 
cautions, the operation of a business in 
an estate subjects the executor’s or ad- 
ministrator’s assets to risks which must 
be pretty thoughtfully considered. Sec- 
ondly, your public relations are in jeop- 
ardy. Failure to settle an ordinary es- 
tate well is pretty hard to prove, but 
failure to keep a small business out of 
the red is obvious to quite a few 
people. Perhaps also the workmanlike 
settlement of an ordinary estate is not 
as obvious to the average person as the 
successful management of a small busi- 
ness in an estate. In other words, you 
will play for higher public relations 
stakes in this field than in your regular 
work. Further, it can be asked by what 
token should any of us feel qualified to 
manage a business selected by the ran- 
dom chance of death from among thou- 
sands of types of business? Even if we 
were as qualified as our decedent, we 
do not have our late predecessor’s ad- 
vantages in the undertaking, for reasons 
I will point out later. Moreover, the 
question may be asked, if we can do 
this successfully, why stay in the trust 
business? Yes indeed, your advance 
plan may well be not to manage any 
small businesses; and even if your plan 
is not that arbitrary, you should expect 
to proceed with great care in accepting 
such responsibility. 


Factors Favoring Management 


Persuasive as these points of view 
may be, there will be even stronger 
arguments for accepting the responsi- 
bility when it comes. First when the sole 
owner and head of a business dies, 
somebody, of necessity, has got to come 
in at once and assume control, if only 
long enough to find a buyer for the 
business. A delay of even a week in 
many businesses will cause dangerous 
loss of customers or customer good- 
will, sagging employee morale, can- 
cellation of contracts, spoilage of goods, 
lapse of insurance, tax penalties, and 
similar damage. We are professional 
executors of estates, and if we can’t do 
this job, who in the community will? 


In the second place, the deceased named 
you, placed his trust in your capabili- 
ties, probably read your advertising 


and may have been a good commercial _ 
customer. If you decline the appoint: | 


ment in these circumstances, the loss 
of face with family and probate court 
may be considerable. Perhaps the best 
argument for not deciding in advance 
to refuse all such responsibilities is that 
with care and thought, plus hard work, 
you can manage a small business in an 
estate successfully. 


Family Cooperation ' 


The first part of your plan should 
naturally deal with the start of the ac- 
count, when you talk to the decedent's 
family and while you consider whether 
you will accept this responsibility. Be 
sure that the family understands clearly 
the situation which you and they must 
face, that this business has probably 
sustained and perhaps will be called on 
to continue to sustain some pretty se- 
vere financial shocks, and that unless 
someone in the family is prepared to 
take over the active management, the 
probabilities are strong that the best 
thing to do is to find a buyer for the 
business as a going concern. Make plain, 
however, that you are going to preserve 
every preservable going-concern value 
and not ruthlessly sacrifice values by 
shut-down and forced liquidation. 


Adequate Personnel 


The second part of your plan is a 
tentative solution of the personnel prob- 
lem. The death of your decedent has 
deprived an organization of its most 
important full time employee. Your 
problem is to find, within your organ- 
ization, a man who can spend most, if 
not all, of his time on this one assign- 
ment, for a few weeks or even months. 
His most important talent should be 
business fact-finding. If your investment 
people are not available, the credit de- 
partment may have such a man. He 
should be trusted to investigate for you 
and as tactfully and quickly as possible 
report the trust status of the business— 
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“It’s refreshing, Tilson, to have a member 
of the board who has the courage to stand 
up and disagree with me! Good-by and 
good luck.” 
From The Saturday Evening Post 
© 1952 Curtis Publishing Co. 





its assets and liabilities; its profitability; 
its customers; its credit standing; its 
tax status (the whole field of taxes) ; 
its insurance in force; in short, every- 
thing that its dead owner already knew 
or should have known. In addition you 
must have reports on the personnel who 
are left in the business so that you can 
intelligently decide how much more re- 
sponsibility can be placed on them. This 
fact finding is important in any event, 
whether for an extended operation, or 
for immediate sale of the business. 


While the fact finding is going on, 
you should look for a temporary or 
permanent successor to the deceased 
manager-owner. The most fruitful 
source, potentially, is the business itself. 
Your investigator must quickly report 
on this matter and it may lead to im- 
mediate decision to promote someone 
from the business itself. But it may lead 
to the opposite conclusion, that no one 
is fitted for promotion. This is the more 
likely, the smaller or more specialized 
the business happens to be. In that case, 
you ought to look in the trade for some- 
one who knows this particular business, 
or a related line, who is free to take on 


this assignment. You might secure the 
loan of a good man on a temporary 
basis, and your commercial officers 
ought to be able to give helpful leads 
here. A good source of temporary ad- 
visers or managers will be among re- 
tired people. We recently found just 
such a man and his help proved invalu- 


able. 


Legal and Financial Aspects 


You will need, also, competent legal 
advice. The deceased’s own attorney will 
most often be very helpful, for obvious 
reasons. Do not hesitate, however, to 
use your own bank counsel as well, 
because in going into a situation of this 
kind, you need advice for your bank 
in its individual capacity, and not mere- 
ly as the fiduciary. Remember that de- 
spite exculpatory clauses in the will, or 
in court decrees, a fiduciary engaged in 
business is responsible for its torts and 
contracts. If there are estate assets for 
reimbursement, it can get reimbursed 
for these liabilities; but if there are 
none, it will suffer these losses without 
reimbursement. If this were not true. 
third persons would unfairly suffer tort 
losses themselves, or would simply re- 
fuse to do business with you. 


You must expect to operate this busi- 
ness against greater odds than the de- 
ceased had to overcome. Let me name 
some of them: (1) Unless there are 
outside assets in the estate, in addition 
to those in the business, the business 
itself must generate the extra expenses 
involved in settlement of the estate, in 
cash and fairly promptly. If capital is 
a problem in the business, and it usu- 
ally is, this will exaggerate the working 
capital situation. (2) All concerned in 
the business are likely to be suspicious 
that you will shortly sell it out and 
them with it. Employees and customers, 
who fear this most, without saying 
much, will protect themselves in their 
own ways. (3) The lack of creditor co- 
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operation will shortly give you trouble, 
as you begin the management of an un- 
incorporated business. You cannot safe- 
ly pay any creditors of the business until 
all of the debts of death are fixed. You 
must not only notify creditors of this 
legal fact, but persuade them to wait 
patiently for three to six months for 
their money, when they were used to 
thirty-day payment, or less, and in addi- 
tion continue the extension of credit to 
which your predecessor was accustomed 
in his management. (4) The suspicions 
of customers (aided by your competi- 
tors) that a change in suppliers might 
be prudent can be anticipated and must 
be allayed. 


In your first talks with members of 
the family, you might point out some 
of these things; it will make them more 
sympathetic to your undertaking. If 
you realize these difficulties, you will be 
able to handle them better and at the 
same time, understand why you are not 
doing as well as the deceased seemed 
to do. These are not excuses for failure, 
but explanations for inherent difficulties 
which the deceased did not have. 


Sale and Incorporation 


The third part of your plan should 
be this: Unless you find a good suc- 
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cessor to the deceased for the manage- 
ment of the business within a compara- 
tively short time, prolonged manage- 
ment by you is both unwise and un- 
likely. Even from the start your mind 
should constantly be alert to opportuni- 
ties to sell the going concern on favor- 
able terms. This is why you need your 
fact-finder, because neither you nor a 
buyer can negotiate successfully or 
properly without full knowledge of the 
article being sold. Sale is not only the 
most prudent course, but usually the 
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only course; but just because you ex- 
pect to sell is no reason why manage- 
ment effort is relaxed pending a sale. 
Oddly enough, if you successfully op- 
erate the business for too long a time, 
your problem is likely to be one of 
getting out of this job when the estate 
is settled. However, you have one gam- 
bit here with respect to fees that should 
be useful. 


Whether you sell or continue to op- 
erate, the incorporation of the business. 
if not already incorporated, should be 
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a practical certainty in your plan. De. 
spite court orders and powers in wills, 
the assets of your bank are in jeopardy 
so long as the estate business is not 
incorporated, and your bank’s counsel 
will be most insistent upon incorpora- 
tion. You will find, too, that incorpora- 
tion will force a sharpening of, your 
thinking and that of the family, not 
only about what you have for sale and 
what it should be worth, but about 
management problems which are not 
so obvious until you create the separate 
legal personality of the corporation. 
Oddly, I don’t think incorporation 
affects the credit of the business as it 
theoretically should do. If you operate 
a business and ask your suppliers to 
look only to estate assets for payment, 
extension of credit is unlikely; but offer 
them a corporation’s sole name on the 
liability, and its assets (less than the 
estate’s), and you will have little 
trouble. Incorporation also prepares a 
package for sale to a buyer, a medium 
for easy distribution among the bene- 
ficiaries and a mechanism for the hand- 
ling of capital problems by borrowing 
from the family, friends, or more con- 
ventional sources. 


The objections to incorporation will 
be that it is unduly complicated and ex- 
pensive in franchise and legal charges, 
and that it will subject the business to 
additional income taxes. These reasons 
might have justified the deceased in not 
incorporating, when the arguments 
above noted were not involved. When 
you consider these arguments, the ex- 
pense is well justified. As for income 
taxes, in a small business salaries can 
justifiably use up most of the profit. 
Moreover, the income tax rates are not 
excessive in the small company with 
less than $25,000 of net income. 


Compensation 


The operation of a small business, 
as described, will not probably be 
properly compensated in immediate 
cash, if you consider the risk both of 
bank liability and good will and the 
officer time spent. The intangible re- 
wards, however, will be immediate, if 
you do a good job. Such a project is 
interesting, instructive, and a_ booster 
of department morale. The long-range 
advantages, however, are more tangible. 
The successful management of a small 
business by a trust department in 
settling an estate will be known to many 
people, who may remember you in their 
wills and otherwise utilize your trust 
services for more customary and re- 
munerative services. 
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la engineering achievements, in design, in sales, Philco 
refrigerators, with the exclusive Dairy Bar and Cheese 
Keeper, made the big news in the home refrigerator industry 
in 1952. 

Yes, Philco, climaxing 60 years of spectacular growth, 
adds still another milestone to its leadership record by increas- 
ing its percentage of industry sales by 40 percent. And, 
testifying to their overwhelming public acceptance, Philco 
Dairy Bar refrigerators in a recent independent coast-to-coast 
survey were the three-to-one favorite of American Housewives. 

The demand for Philco refrigerators has been so great that 
production was maintained at full capacity throughout the 
year. To meet the continued heavy dealer and consumer 
requirements, Philco, as part of its over-all expansion program, 
has increased significantly its 1953 production capacity for 
Philco Dairy Bar refrigerators. 

Since 1939, when Philco first entered the field, Philco 
refrigeration engineers and designers have contributed major 
advances in features, convenience, utility and values in elec- 
tric refrigerators for the home. Philco was the first to introduce 
the horizontal freezer to the industry, which revolutionized 
refrigerator interior design. Advanced automatic defrost, 
the ‘‘Conservador”’ door-storage compartment, forerunner of 
the Philco Dairy Bar, and flexible interior storage, are among 
the many other developments by Philco engineers and 
designers that set new standards for the entire industry. 

And now, for 1953, Philco makes a revolutionary new con- 
tribution to refrigerator development—establishing new 
standards of perfection in the refrigeration of fresh and 
frozen foods for the home with the Philco “Automatic” — 
first fully automatic refrigerator ever built. 

The Philco tradition is a tradition of leadership in a// 
phases of the company’s broad range of activities. As in 
refrigerators, so in television, radio, home freezers, room air 
conditioners, electric ranges, and in vital research and pro- 
duction for Government and Industry, Philco is making 
notable contributions worthy of a leader. 
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months ended June 30, 1952, the Bonne- 
ville Power Authority contributed over 





taxes is due to expire on June 30, 1953, 
and the normal and surtax rate of 52 
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5 billion kwh of surplus power to the per cent is due to be reduced, by law, il 
pool, and several private utilities con- in April 1954. How much tax reduction 
tributed nearly 1 billion kwh. This will occur is most difficult to estimate, 
pooled power was used by the two but if expressions of incoming members fs 
municipal systems and by five utilities of Congress can be accepted, a vigorous 
to supplement their own production. attempt will be made to reduce taxes in 
In the past it has been the policy in = ap 
the Northwest to favor publicly owned Total profits before taxes in 1951 at of 
systems in the distribution of Federal $42.9 billion were at a new high level Ja 
power. While they were granted long- since World War II, and compared with an 
term contracts, private utilities were $27.1 billion in 1949, the year before = 
Busses Srocks forced to depend upon interruptible the Korea outbreak. It would appear 1 
i power supply or other temporary ar- that 1952 profits were somewhat below € 
Tire manufacturers have every reason rangements with Bonneville. It now 1951. It will be observed that taxes have ha 
to look forward to a year of substantial appears that the new Secretary of the risen almost as fast as profits and, con- or 
progress. The 52 million motor vehicles Interior, Douglas McKay, has quite sequently, total profits after taxes in pr 
in service is the largest number in his- different ideas about the distribution of 1952, at a little over $17 billion, are Is 
tory; more vehicles are traveling more public power. not likely to be much different from the on 
miles than ever before, and car and : $16.3 billion of 1949. Thus, the “boom” ur 
truck production is scheduled to in- In recent hearings before the Senate resulting from the post-Korean defense ar 
crease significantly in 1953. The market Interior Committee, Mr. McKay re- policy has brought about a great deal of se 
is somewhat slow in recognizing that Portedly declared that he proposes to }ysiness activity (industrial output is dt 
basic constructive changes have taken 8!Ve private utilities a bigger share of up to 215 from 176), but has been of ot 
place in the rubber and tire industry, the powss business. He admitted that little overall consequence to stockhold- di 
which would entitle the shares of the Private companies had been “throttled ers, since profits to them, after taxes, us 
leading companies to a revaluation. in the cen por go that And am not have gained very little since 1949. It is 2 
: ‘ : ‘ in sympat with some oO e etiorts * dort a 
; Historically, tiie business was sub- to build up Federally controlled electric ee cr 
— cneenie raat d wears 8 due to power in the Pacific Northwest. Thus, a}out the loss of bi of + + oral 
violent price fluctuations in crude under the new administration, the prob- duction. if it is likely th def 
rubber and cotton. Today, synthetic lem of distribution of publicly gener- *'- ee ee Te 
rubber supplies two-thirds of the rubber ated power should find “ oad ae sbi os * will be re- R 
ae thie snag d and the able solution. While the construction of —_ hag “ge n ee f m4 m 
stable price of the synthetic product is hnage poahacts would continan, the newly ely that skille pe me 0 ; e " 
i . ’ efense program, price controls, regula- 
ber prices, Rayon cord, which is price. hammessed power presumably would be tions, and taxes might produce profits? 
tationary for Tong prods, now caved 0 both the eval wn fer aes at caret le or Mee, 
arse vid are ran war Gaal aeuts. inten, @, ee eral business output. P rn 
ee for at er about 7% Carl M. Loeb, Rhoades & Co. Dividend distributions have tended th 
igher tire sales for original equipment : : ; 1 7 
hoe for 1952, in oie of 50 maillion TAaxEs AND Prorits sab ae cata — — veto : 
casings for replacement demand and an Much speculation surrounds the pos- tion of payments made in the immediate 
expanding overseas market. sibility of corporate tax reductions in post-war World War II years. It is pos- 
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can be maintained without interruption, 
if taxes are adroitly managed, as busi- 
ness declines with a contraction of de- 


| fense activity. Conceivably, the amount 


paid out in future years may rise, since 
capital demands upon business may les- 
sen with completion of the defense plant 
program. 
; MICHAEL S. THOMAS, 
R. W. Pressprich & Co. 


INCREASE IN Discount RATE 


Before the Federal Reserve Board 
approved increases in the discount rates 
of various Federal Reserve Banks on 
January 15, we had referred to the pros 
and cons of such action as “a mental 
exercise in the probability of the illogi- 
cal.” This seemed to us to be an apt 
description because, since no increases 
had been approved in anticipation of 
or during the seasonal expansion of 
private credit (during the last half of 
1952), it should follow that no action 
on the discount rate would be taken 
until after Federal Reserve officials had 
an opportunity to observe the rate of 
seasonal contraction as this developed 
during the first quarter of 1953. In 
other words, if an increase in the 
discount rate were to be made in Jan- 
uary, it might follow, in March or 
April, that the move had helped to en- 
large a seasonal contraction in private 
credit by an undesirable degree. 


Public credit today cannot be sepa- 
rated, however, from private credit. 
Repercussions in the Treasury security 
markets can have measurable impacts 
on the demand for private credit and 
on the supply and velocity of money. 
Therefore, it was not sufficient, in this 
instance, to consider only the situation 
in the private credit area. And, as 
things developed, it was conditions in 
the Treasury security market that 
seemed to compel the increases in dis- 
count rates. 


Toward the close of 1952, the Fed- 
eral Reserve System, for the first time 
in many years, elected to meet the year- 
end demand for additional reserve 
credit largely by purchasing Treasury 
securities from Government security 
dealers under repurchase agreeemnts, 
instead of purchasing these securities 
for the account of the Federal Reserve 
System. When purchases are made under 
repurchase agreements, the dealer, in 
effect, borrows money from a Federal 
Reesrve Bank, but he is under obligation 
to repay this borrowing (by repurchas- 
ing the same securities) at some later 
date, usually within 15 days. The ad- 
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vantage to the System of entering into 
repurchase agreements, instead of pur- 
chasing securities for its own account, 
is that dealers thereby are placed under 
greater compulsion to develop buyers 
than they would be if the System had 
become the real owner by regular pur- 
chases. 


In entering into repurchase agree- 
ments, the Federal Reserve confined its 
agreements to only five out of perhaps 
fifteen firms who regularly deal in 
short-term Treasury obligations such as 
bills. One of the results was that these 
five dealers, who comprise only one seg- 


ment of the private market mechanism, 
were carrying the brunt of the task of 
keeping the market clear of unexecuted 
transactions, as many dealers were im- 
mobilized from conducting their normal 
share of operations. This was a profit- 
able arrangement for this small group 
of dealers, but the yields on short-term 
Treasury securities rose to unexpectedly 
high levels, namely, to 2.35%. This 
level of bill yields and the large hold- 
ings of the dealers made it improbable 
that bill yields could be returned to 
those that would be considered to be 
“in line” with the existing discount 
rate (134%) by the time the Treasury 
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had to announce the terms on which it 
would refund $9 billion of maturing 
debt. The preliminary announcement on 
this refunding seemed necessary for the 
week beginning January 26. 


These relatively high yields on Treas- 
ury bills and other short-term securi- 
ties also engendered, of themselves, 
rumors of an increase in the discount 
rate, rumors which were given substance 
by the belief in market circles that the 
new Treasury team and the new Ad- 
ministration in Washington intended to 
place increasing reliance on the general 


credit controls that are administered 
through the Federal Reserve, and which 
would entail a wider use of fluctuations 
in the discount rates of the Federal 
Reserve Banks. These rumors and be- 
liefs coincided with the reduction in 
Federal Reserve credit that followed, as 
dealers reduced the amount of the se- 
curities held by the Federal Reserve 
Bank of New York under repurchase 
agreements. 


In a way, the situation in the money 
and in the short-term Treasury security 
markets had become a self-accelerating 
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Investing from here on 
is going to require a 
sharper mind and 
a sharper pencil # 
... will mean selecting securities 
on a specific basis rather than 
on general assumptions. 


Many of the companies which will 
make progress will be companies that are actually 
creating new things through scientific discoveries or 
the development of new projects. On the other hand, 
many companies heretofore sailing along comfortably 
on the rising tide will feel the burden of competitive 
pressure and rising costs and will have to become 
accustomed to narrower margins and greater selling 
effort. Thus, securities should be reviewed to eliminate 

; marginal and uninteresting situations and rigorous 
effort should be made toward selectivity. 
We shall be glad to review your list of securities if 
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affair that, increasingly, urged the re- 
moval of the threat of an increase in 
the discount rate, before the Treasury 
undertook its refunding operation. As 
early as the second week in January, 
many had come to believe that the suc- 
cessful refunding of the Treasury’s $9 
billion of maturing debt was more de- 
pendent on removing the threat of an 
increase in the discount rate, by what- 
ever means, than it was upon the terms 
and rates of interest set for the Treas- 
ury’s refunding offerings. Almost re- 
gardless of what the latter might be, it 
seemed unlikely that the Treasury could 
have a successful refunding without a 
clear-cut decision on the discount rate 
having been reached. 


The threat could be removed only by 
a change in the rate or by a strongly- 
worded promise that no such change 
would take place for some time to 
come. The latter would have been un- 
thinkable in the light of existing eco- 
nomic and private credit conditions. No 
one could tell, in January, whether an 
increase in the discount rate, if de- 
ferred, would not become imperative 
in February or March. To a degree, 
therefore, any indecision on the part 
of the Federal Reserve Board officials to 
approve increases in the discount rates 
of the Federal Reserve Banks may be 
said to have been resolved by condi- 
tions in the Treasury security market. 


When the rate increases were an- 
nounced, on January 15, the Treasury 
security market took it in its stride. 
There was hardly a ripple in quotations 
and in market activity. This attested to 
the completeness with which the move 
had been discounted and/or of the relief 
that flowed from a positive decision. 
Further, it was the key to the culmin- 
ation of a successful Treasury refund- 
ing, one that was accomplished with- 
out Federal Reserve support purchases. 


In banking quarters, the rise in the 
discount rate was hailed widely as 
representing the inevitable and long-de- 
layed unpegging of the discount rate. 
The implication of the move is that 
changes in the discount rate will be- 
come a more important tool for the 
implementation of future Federal Re- 
serve credit policy. 


We hope, however, that future 
changes in the discount rates of the 
Federal Reserve Banks can be based 
more on private credit conditions and 
less on conditions in the Treasury se- 
curity market. 


AuBREY G. LANSTON, President 
Aubrey G. Lanston & Co., Inc. 
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INSTITUTIONAL INVESTORS AND 
“Orr-FLooR” TRADING 


The New York Stock Exchange made 
public on February 3 the Report of 
The Special Committee on Broadening 
the Auction Market which makes sev- 
eral constructive recommendations for 
improving the attractiveness of its mar- 
ket from the point of view of the insti- 
tutional investor. The Committee is very 
realistic in its approach. No attempt is 
made to gloss over what is a matter of 
serious concern to the membership. Un- 
der “Institutional Purchases and Sales” 
it states: 

“The active over-the-counter mar- 
kets quoted in certain of our listed 
securities have encouraged a number 
of institutions to employ such facili- 
ties to execute their orders. Banks, in 
the handling of their securities busi- 
ness, often engage in this practice. 
The trend has been accelerated be- 
cause dealing at a net price obscures 
the fact that the equivalent of a com- 
mission may already be included in 
the price. In many cases, a commis- 
sion is nevertheless charged to the 
customer. 

“The Commititee believes strongly 
that this practice would soon be 
checked if the heads of the banks, in- 
surance companies, trusts and pen- 
sion funds had their attention drawn 
to it. They would realize that this di- 
version of business from the Ex- 
change tends eventually to impair the 
liquidity of their holdings. This ad- 
verse result is particularly serious in 
times of market stress.” 


In the analysis of recommendations 
made to it, the Committee points out 
that there has been a measurable in- 
crease, particularly in recent years, in 
the number of medium and large-size 
blocks of listed stocks changing hands 
off the floor of the Exchange. These 
are blocks, it is said, that previously 
came to the floor and the return of 
such blocks to the Exchange would add 
to the breadth and liquidity of the auc- 
tion market. 


Naturally, there can be no argument 
on that point but the fact remains that 
institutional buyers and sellers, faced 
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with the necessity in prevailing thin 
floor markets of “dribbling” or “fines- 
sing” a 10,000 share order over several 
weeks, will prefer a satisfactory bid or 
offer from an over-the-counter source. 


As an effective means of meeting this 
off-board competition, the Committee 
recommends that, as it is the duty of 
the specialist to maintain fair and order- 
ly markets in the issues assigned to him, 
he be permitted to compete with non- 
members in the purchase of blocks of 
listed stocks, “under conditions at least 
as favorable as those employed by non- 
members.” It is also recommended that 
the specialist be permitted to dispose 
of sizeable blocks of stocks purchased 
for his own account, by employing 
member firms in the distribution. The 
specialist, the Committee contends, is in 
a better position to assume risk of this 
sort than any other class of member, as 
he would have an opportunity to dispose 
of the block in small lots in the event 
that he was unable to sell it to one 
buyer. Preliminary discussions, it is 
said, have been held with the Securities 
and Exchange Commission looking to 
some method of achieving this objective. 


This recommended strengthening of 
the specialist’s importance in the auction 
market is in line with similar proposals 
during recent years, one of which sug- 
gested that the price of a specialist’s seat 
be raised to about six times that of other 
classes of membership. This would, ac- 
cording to the proposer, insure floor 
specialists with sufficient capital to meet 
all liabilities, 


One provocative aspect of the Special 
Committee’s Report lies in its comments 
on security transactions by mutual 
funds. The National Association of In- 
vestment Companies called upon its 
principal members for assistance in pre- 
paring data on this subject. While mu- 
tual funds investments are largely in 
listed common stocks, and most of their 
transactions are made on the Exchange, 
some block business is done off the 
board. “While this proportion is now 


small” says the Report “there seems 
to be a substantially increasing tendency 
to do business off the Exchange.” The 
large Mutual Funds would answer by 
saying that in no instance do they take 
the initiative in buying or selling off 
the board, as they wish to do as much 
business as possible with member firms. 
In certain cases, however, when non- 
members or intermediaries come to 
them with attractive proposals for sale 
or purchase of large blocks, they must 
give the offers consideration or be sub- 
ject to criticism by their own share- 


holders. 


The strongest recommendation of the 
Committee is that the corporate form 
of doing business should be available 
to present and future member firms. 
This would do much to solve the prob- 
lem of placing adequate capital behind 
the specialists’ commitments. The Com- 
mittee does not believe that commissions 
should be shared with non-members or- 
iginating business, despite general agree- 
ment that this would increase volume 
on the Exchange. Sharing commissions 
would probably reduce member firms’ 
income and lead to pressure for higher 
commissions which, they concluded, 
would not be in the public interest. 


PrivATE Dest CAUSE FOR CONCERN 


While the casual observer is inclined 
to look upon our national debt as a 
deterrent to economic progress, the pro- 
fessional regards it as less important at 
the present time than our swollen pri- 
vate debt. The Federal Government has 
been able to hold the total fairly steady, 
thanks to the fact that it came out of 
World War II with a large amount of 
cash on hand, and due to budget sur- 
pluses for the fiscal years 1946-47, 1947- 
48 and 1950-51. Thus, while the pres- 
ent Federal debt is about the same as 
at the end of 1946, it has dropped 47% 


in relation to the national income. 


The outlook for private debt, how- 
ever, calls for caution, as it has doubled 
since 1946 and has risen per dollar of 
annual net national product from 78 
cents in 1946 to about 93 cents today. 
Much of this sizeable increase has gone 
to finance consumption and not pro- 
duction—the purchase of autos, refrig- 
erators, television sets and dwellings. At 
this time large annual repayments are 
useful in offsetting inflationary influ- 
ences, but in a recession, when repay- 
ments would not be offset by new lend- 
ing, the deflationary effect of large re- 
payments might retard the economy. 


This is essentially the same complaint 
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that plagued the Republicans the last 
time they were in office. By 1929 net 
private debt was 55% greater than an- 
nual gross national product. Although 
private debt is still well below that ratio, 
its growing pace causes one to wonder 
whether business men have learned well 
the lesson of the twenties. 


SPLITS 


In last month’s Memos, reference was 
made to the talk of impending stock 
splits. Here are the statistics on this 
subject for 1952, as tabulated in the 
January issue of “The Exchange,” pub- 
lished by the New York Stock Exchange. 
Excluding announcements late in the 
year effective in 1953, there were 35 
splits in stocks listed on the Big Board, 
ranging from 2 to 1 to 4 to 1. The first 
ratio was ihe most popular, including 
28 stocks, while one company became 
distinctively individual by choosing 
2% to 1, four gave 3 to 1, and two 
touched the top at 4 to 1. The peak year 
of 1946 saw 74 stock split-ups. 


REDISCOUNT RATE 
On January 15th, the Federal Re- 


serve Board’s rediscount rate was raised 
to 2% and the initial effect upon the 
stock market was a slight decline. Higher 
interest rates are naturally inimical to 


UNITED STATES SAVINGS BONDS 
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DOW JONES AVERAGES 


FEB. 2 JAN. 2 FEs. 1 

1953 1953 1952 

30 Industrials 290.03 292.14 271.68 
20 Railroads 111.18 111.18 86.06 
15 Utilities 53.08 52.35 49.00 
65 Stocks 113.29 113.40 99.94 


business expansion and certain ob- 
servers were mildly surprised at the 
timing because of the apparent absence 
of dangerous credit expansion in the 
security market and little elsewhere in 
the economy. If the Board’s action only 
means assertion of its responsibility for 
the country’s financial health and for 
independent functioning in money mat- 
ters, the financial community will be 
well pleased. 





Insurance Economist Predicts 
Prosperous 1953 


With rising employment bringing new 
peaks in personal income and spending, 
the 1953 outlook is “very good,” in the 
opinion of Dr. Gordon W. McKinley, 
senior research economist of the Pru- 
dential Insurance Co. of America, speak- 
ing on January 14th before the Life 
Insurance and Trust Council of North 
Jersey in Newark. Analyzing the major 
spending and producing segments of 
the economy, Dr. McKinley estimated 
an increase of around $10 billion in 
total outlay, as compared with 1952, 
which should be absorbed without a 
substantial price rise by upping the vol- 
ume of goods and services by about 3%. 


With respect to the trend of interest 
rates, the Treasury’s debt financing poli- 
cies and the actions of the Federal Re- 
serve in the money market will, of 
course, be the dominant influences. Evi- 
dence at hand leads Dr. McKinley to 
the conclusion that 1953 will bring 
slightly higher average interest rates, 
with long term rates rising relative to 
short term rates. Lending institutions 
should, under these conditions, enjoy a 
profitable year with a high volume of 
loans. 
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Trend of Interest Rates 


TREASURY AND FEDERAL RESERVE POLICIES 
MAY ALTER STABLE PICTURE 


DR. MARCUS NADLER 


Professor of Finance, New York University, New York City 


ONEY RATES DURING THE PRESENT 
M YEAR will be determined by busi- 
ness activity which in turn will influ- 
ence demand and supply of credit and 
capital, the credit policies of the Re- 
serve System and debt management by 
the Treasury. As during the past few 
years, the international political situa- 
tion will exercise a strong influence on 
business activity as well as on business 
and investment psychology. 


Business Activity 


There are elements of strength as 
well as of weakness in the economy 
and at the moment it is impossible to 
state whether the weaknesses will be- 
come more and more apparent or 
whether they will disappear. The forces 
operating to maintain the economy are 
the high level of defense spending, new 
plant and equipment expenditures, the 
continued need for housing and public 
works and the favorable prospects for 
maintenance of the national income. 
Military expenditures in all likelihood 
will not decrease during the year and 
will therefore continue to influence busi- 
ness activity favorably. Capital expendi- 
tures will continue at a high level al- 
though they may be somewhat smaller 
in the current year than during 1952, 
with the decline becoming more evident 
in the second half of the year. The 
construction industry will continue ac- 
tive; the erection of new housing in 
all probability will be smaller but this 
should be counterbalanced by an in- 
crease in public works. The national 
income of the country throughout the 
year is likely to remain at a fairly high 
level. 


The weaknesses that now appear to 
be developing are the softening in com- 
modity prices and the expansion in 
private debt. In spite of the very high 
level of business activity, commodity 





From address before A.B.A, Mid-Winter Trust 
Conference, Feb. 9, 1953. 
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prices, notably of farm products, have 
been rather weak. It is possible that 
this weakness reflects merely a delayed 
readjustment from the sharp increase 
which developed shortly after the out- 
break of the Korean war. If, however, 
the weakness in commodity prices 
should continue into the second quarter 
of this year it may forecast not only a 
slowing down of the boom but the 
widening of certain economic maladjust- 
ments. Private indebtedness during the 
last few years has increased at a rapid 
rate. Usually in periods of good busi- 
ness individuals as well as business 
concerns are inclined to borrow more 
freely. This in turn stimulates business 
activity favorably. In periods when the 
business outlook is less favorable, bor- 
rowing tends to decline thus accentua- 
ting the downward trend in business 
activity. It is doubtful whether private 
indebtedness will increase during the 
current year at the same rate as in 1952 
and will accordingly be less significant 
as a business stimulant. A balancing of 
the elements of strength and weakness 
in the business outlook leads to the con- 
clusion that business activity for the 
year 1953 as a whole will remain at a 
high level; the first half should not be 
materially different from 1952. What 
happens later will be determined to a 
large extent by the international politi- 
cal situation. 


Long-Term Interest Rates 


The demand for long-term capital will 
come from corporations, the construc- 
tion industry, notably housing, politi- 
cal subdivisions and Authorities and the 
Federal government. Corporation de- 
mand should not be as large as during 
1952. The pent-up demand for many 
commodities has already been met and 
industrial expansion is beginning to 
slow down. As in the past, corporations 
will continue to rely primarily on in- 
ternal resources, i.e., the plowing back 


of income and the utilization of depre- 
ciation and depletion reserves. The 
latter items in 1953 will be larger than 
before. 


The supply of home mortgages in 
1953 also should be somewhat less since 
the pent-up demand for housing has to 
a large extent been met. Family forma- 
tion will be somewhat smaller than dur- 
ing the past few years and undoubling 
of families would appear to have gone 
as far as it can go. The supply of tax- 
exempt securities in all probability will 
be larger than in 1952. By how much it 
is impossible to state. The supply of 
materials for public works and general 
construction will increase and any down- 
ward trend in interest rates, if it should 
develop, will stimulate the offering of 
tax-exempt securities. 


The Position of the Treasury 


What the Treasury demand for long- 
term funds will be would appear to 
depend both on its fiscal position and 
on the refunding policy adopted. Dur- 
ing the first half of 1953 the Treasury 
should be operating with a cash surplus 
and be in a position to repay some out- 
standing indebtedness. During the sec- 
ond half whether the Treasury will have 
to borrow or not will depend on the 
ability of the new administration to cur- 
tail expenditures. New borrowing during 
1953, however, is not likely to play as 
important a role as refunding opera- 
tions. During the first half it is doubt- 
ful whether the Treasury will offer any 
long-term bonds in exchange for ma- 
tured obligations. The first refunding 
operation announced at the end of Janu- 
ary by the new administration indicates 
quite clearly that the Treasury will go 
slowly and that it is willing to pay 
somewhat higher rates of interest in 
order to extend maturities. In the sec- 
ond half, particularly when the 2% 
bonds of 1951-53 outstanding in the 


107 








amount of $7,986 million come due, a 
conversion of a portion into long-term 
obligations is likely. What is not known 
is whether the Treasury will merely en- 
deavor to mop up funds that may be 
available for investment in long-term 
government securities or whether it will 
actively compete with corporate and 
mortgage requirements for a portion 
of the savings of the country. 


The Supply of Funds 


The total supply of long-term funds 
seeking an outlet in bonds and mort- 
gages will be larger than during 1952. 
Not only will the contractual savings 
through insurance companies and pen- 
sion funds be larger than before but 
also, if business activity remains at a 
high level, the voluntary savings of the 
people will continue to grow rapidly. 
The negative savings, i.e., the repayment 
of already outstanding debt, will be 
considerable and will cause investment 
problems later on. As is well known the 
volume of mortgages during the last 
few years has increased at a rapid rate. 
All new mortgages carry amortization 
provisions and the actual life of a mort- 
gage is smaller than its contractual life. 
The volume of corporate bonds offered 
since the end of the war has been large 
and almost all carry sinking fund pro- 


visions, also many preferred stocks. 
Hence, large institutional holders of 
bonds and mortgages will not only have 
the problem of investing new funds but 
also of reinvesting even larger sums 
constituting repayment of outstanding 


debts. 


In analyzing the supply of and de- 
mand for long-term funds, and without 
considering the possible repercussions 
of refunding operations on the long- 
term market, one may reach the con- 
clusion that the supply will be adequate 
and toward the end of the year some- 
what larger than the demand and that 
this favorable supply-demand relation- 
ship ought to have an impact on long- 
term interest rates. 


As regards long-term rates, one may 
therefore conclude that their movement 
will depend to a large extent on the 
Treasury’s debt management policy. If 
Treasury policy should be to compete 
actively with industry and mortgage 
needs, then long-term rates may remain 
either at their present level or witness 
a moderate increase. It goes without 
saying that if the Treasury should offer 
a thirty-year 3 per cent bond a down- 
ward readjustment in prices of out- 
standing AAA corporate bonds is bound 
to take place. The outstanding long-term 
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SpoKaNE * OAKLAND Eureka 


PasaDENA * SAN D1EGO 





marketable government obligations seem 
to be adjusted already to a 3 per cent 
long-term obligation. If, on the other 
hand, the Treasury should go slowly 
with its refunding operations and not 
actively compete with the private sector 
of the economy for the people’s savings 
long-term interest rates toward the end 
of the year may witness a decline from 
the present level. 


The Movement of Short-Term Rates 


While long-term rates during 1952 
were marked by considerable stability 
and yields on high-grade bonds, includ- 
ing governments, at the end of the year 
were not materially different from those 
at the beginning, there was a sharp in- 
crease in short-term rates, notably 
Treasury bills. This was primarily due 
to the increase in the volume of com- 
mercial loans, a rise in the volume of 
currency in circulation and to the 
neutral credit policy adopted by the 
Reserve authorities which permitted 
government obligations, short- as well 
as long-term, to be influenced most of 
the time by factors of demand and 


supply. 


These developments culminated in an 
increase in the discount rate of the 
Federal Reserve Banks on January 15th 
from 134 to 2%. Whether or not the 
increase was well timed is a debatable 
question. Usually an increase is taken 
as a signal that the central bank author- 
ities are concerned over either inflation- 
ary developments or the abuse of bank 
credit or a serious maladjustment in 
the balance of payments of the country. 
The forces of inflation are receding. 
The economy is on dead center and 
unless the international political situa- 
tion should become worse the dangers 
of inflation should continue to recede 
as the year goes on. Competition is in- 
creasing and profit margins in many 
lines are decreasing. Were it not for the 
farm support policy, farm prices, if 
anything, would be lower. 


The increase in the volume of bank 
loans reflects merely the high level of 
business activity, the high cost of doing 
business, high taxes and the acceleration 
of tax payments. The large indebtedness 
of the member banks to the Reserve 
Banks reflects primarily the high re- 
serve requirements which, with the ex- 
ception of the central reserve districts, 
are at their maximum, the sharp in- 
crease in the volume of currency in 
circulation and certain international fi- 
nancial developments. It cannot be said 
that private bank credit was used to any 
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extent for speculative purposes or that 
the member banks abused the redis- 
counting privilege at the Federal Re- 
serve Banks. The country certainly is 
not confronted by a balance of pay- 
ments problem. 


The trend of short-term rates during 
1953 will depend on the following 
factors: 


1) The movement of commercial 
loans. During the first half there should 
be a decline in this category. If this 
should be the case, then the prime rate 
is not likely to increase and should 
remain unchanged for several months. 
A contra-seasonal increase in commer- 
cial loans would lead to a higher prime 
rate. 


Bank loans during the year will be 
influenced by the decisions of manu- 
facturers and distributors to accumulate 
or liquidate inventories and by tax pay- 
ments, Since competition is keen and 
will become even more so, and since 
commodity prices have levelled off, it 
is rather doubtful, unless the interna- 
tional political situation should deteri- 
orate materially, whether there will be 
another increase in the volume of in- 
ventories. A moderate reduction is 
more likely to take place. Whether or 
not a substantial increase in borrowing 
for tax purposes will take place it is 
impossible to state at present. So far 
there are no indications that borrowing 
for tax payments will be large on March 
15, as most large corporations have 
made the necessary preparations. 


2) Debt Management: Since the float- 
ing debt of the government is large, 
it is assumed that the Treasury will en- 
deavor to reduce the amount of this 
type of debt. This can and should be 
done. The impact of such reduction on 
the short-term money market will de- 
pend on the type and magnitude of the 
refunding. If a considerable portion of 
the floating debt should be converted 
into medium- or long-term obligations, 
then, since the demand for short-term 
obligations by banks and industry is 
bound to remain large, short-term rates 
will decrease irrespective of the trend 
of long-term rates. The refunding of the 
February certificates should indicate the 
extent to which holders of these obli- 
gations will be influenced by an addi- 
tional 44 of 1%. Other factors such as 
the movement of currency and the atti- 
tude of foreign governments and central 
banks toward the future price of gold 
in terms of the dollar will exercise an 
influence on the money market. 


One may therefore conclude that the 
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principal force operating in the short- 
term money market in 1953 will be the 
credit policies of the Reserve authori- 
ties and debt management by the Treas- 
ury. This, while it will depart from the 
policy followed by the Democratic ad- 
ministration, is bound to be a gradual 
development, for otherwise it will affect 
adversely not only the money market 
but also business activity in general. 


International Influence 


Economic and monetary trends dur- 
ing 1953 will to a large extent be influ- 
enced by international developments. 
What these will be is not known but it 
is certain that a change either for the 
better or the worse is bound to take 
place. Either will have a decided influ- 
ence on business activity, the psychology 
of business, and individual consumers. 


This places a great responsibility on 
those who are in charge of the credit 
and debt management policies of the 
country. Because conditions are so high- 
ly uncertain, it is of the utmost im- 
portance that the problems confronting 
these authorities be handled not with 
pre-conceived notions and ideas which 
may be highly suitable to normal times. 
The policies must remain flexible and 
no definite pattern of interest rates or 


debt refunding should be adopted until 
conditions, international, political and 
economic, are much clearer than at 
present. 


If a realistic debt management policy 
is adopted, the supply of funds seeking 
an outlet in bonds and mortgages should 
be equal to or even surpass the demand 
from the civilian sector of the economy. 
Hence long-term rates should either re- 
main unchanged or witness a moderate 
decline. 


Short-term rates will be influenced by 
the demand for bank credit and by the 
policies of the Reserve authorities. If 
the latter are based on the realization 
that the increased volume of bank loans 
is the result of economic forces over 
which the banks had no control and that 
there was little if any abuse of either 
bank credit or of the rediscounting 
privileges, short-term rates with normal 
fluctuations on the whole should remain 
stable. 

AAA 

Benjamin J. Levy, senior partner of 
Salomon Bros. & Hutzler, investment 
bankers, is observing his 50th anni- 
versary in Wall Street. He is recognized 
as an authority on short-term money 
rates and monetary finance and serves 
as a consultant to many corporations. 


Inquiries Invited from... 


Trust Companies and other Financial Institutions 


on CANADIAN OIL COMPANIES 


“Financial Statistics available upon request” 


L. G. BEAUBIEN ¢ C2: 
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Quebec - Ottawa - Trois Riviéres - St. Hyacinthe - Shawinigan Falls 





109 





MOODY’S INVESTORS YIELD TABLES 


Prepared monthly for TRUSTS AND ESTATES by Moody’s Investors Service 


YIELDS OF YIELDS OF PRICES, DIVIDENDS, 
TAXABLE TREASURIES CORPORATE BONDS AND YIELDS 
BY MATURITY GROUPS BY RATINGS 125 INDUSTRIAL STOCKS 


90 PRICES AND DIVIDENDS 
($ PER SHARE ) 


275 


vem ee 
LONGEST 40 
INELIGIBLE 7 DIVIDENDS 


gl ( YoSCALE ) 





Jan. Dec. Jan. 
1953 1952 1952 1952 1951 1946-50 1941-45 1931-40 1919-1930 
— End of Month — Range for Period -———-—-—___-___ --—__-_— - -— 





1. U. S. Government Bond Yields 








8 Year Taxable Treas. ....................... % 2.30 2.34 2.06 2.35-1.90 2.20-1.68  1.68-0.90 1.32-1.07 (a) (a) (a) 
5-Year ey a piccpaleatiaeiintha ag % 2.42 2.39 2.14 2.44-2.03 2.26-1.76 1.87-1.06 1.70-1.24(a) (a) (a) 
10-Year - ee 2.61 2.52 2.31 2.64-2.20 2.40-1.95  2.10-1.38 2.10-1.49 (a) (a) (a) 
Longest Term Eligible ..................... % 2.80 2.81 2.69 2.81-2.53 2.70-2.21 2.48-1.96 2.48-2.03 (a) (a) (a) 
Longest Term Ineligible ................. % 2.80 2.81 2.73 2.81-2.56 2.74-2.44  2.48-2.08 2.50-2.37 (a) (a) (a) 
2. Corporate Bond Yields 
Aaa Rated Long Term ................ ag 3.05 2.99 2.94 3.06-2.91 8.04-2.65 2.91-2.45 2.88-2.59 5.75-2.70 . 6.88-4.42 
Aa - ed oT. aiteibaisiesiasi ~~ % 3.13 3.06 3.00 3.13-2.99 3.09-2.70 2.98-2.58 3.06-2.66 7.03-2.90 6.84-4.59 
A - sa — 3.28 3.23 3.29 3.34-3.18 3.33-2.87  3.28-2.67 3.39-2.78 9.28-3.35 7.71-4.91 
Baa - yal a % 3.51 3.50 3.54 3.63-3.48 3.64-8.15  3.57-2.98 4.47-3.06 12.96-4.42 8.66-5.32 
8. Tax Exempt Bond Yields 
Aaa Rated Long Term ................... % 2.07 1.96 1.73 2.07-1.65 1.85-1.28  1.98-0.90 1.84-0.93 2.81-1.56 (b) (b) 
Aa = ” a saliatioaitiein Oe 2.33 2.25 1.90 2.33-1.81 2.71-1.87  2.21-1.04 2.11-1.21 3.02-1.78(b) (b) 
A ” 2 — ee % 2.76 2.67 2.28 2.76-2.13 2.50-1.72 2.64-1.28 2.49-1.49 3.29-2.11(b) (b) 
Baa ved - ae suis Te 3.06 2.94 2.56 3.06-2.48 2.74-1.98  3.05-1.57 2.94-1.80 3.71-2.60 (b) (b) 
4. Preferred Stock Yields 
Industrials—High Dividend Series 
SD GD ciecntticneninn OG 3.99 3.97 4.02 4.03-3.92 4.10-3.80  4.09-8.28 4.37-3.55 6.54-3.33 6.79-4.75 
Medium Grade % 4.90 4.94 4.88 4.95-4.83 4.96-4.72  6.08-4.14 5.94-4.33 12.78-4.91 8.05-5.61 
Industrials—Low Dividend Series 
High Grade — nein Ts 3.79 3.77 3.78 3.90-3.69 3.88-3.45 3.92-3.27(c) (ce) (c) (c) 
Medium Grade ......... se 4.07 4.07 3.99  4.15-3.94  4.26-8.77  4.20-3.52(e) (ec) (c) (e) 
Utilities—Low Dividend Series 
Lah 4.05 4.00 4.13 4.24-3.94 4.20-8.80  4.24-3.40(e) (ec) (ec) (c) 
Medium Grade ....................-.-- <« % 4.43 4.43 4.52 4.71-4.33 4.71-4.19 4.65-3.69 (e) (c) (c) (e) 
5. Common Stocks 
125 Industrials—Prices (e) ........... 80.37 80.89 75.09 80.89-71.25 74.24-66.75 64.46-43.20 49.30-22.69 49.10-10.56 78.06-34.81 (d) 
126 Industriale—Dividends (e) ..... 4.16 4.16 4.18 4.28-4.13 4.52-4.18  4.44-1.76 1.94-1.52 2.05-0.72 2.58-2.16(d) 
125 Industrials—Yields %  ............. 5.18 5.14 5.57 5.87-5.14 6.79-5.56  7.29-8.20 7.71-8.56 10.18-2.59 6.21-3.19(d) 
(a)—U. S. Govt. Bond Yield Averages in this series date from Jan. 5, 1943. (d)—125 Industrials Averages date from Jan. 1, 1929. 
(b)—Tax Exempt Yield Averages in this series date from Dec. 1, 1936. (e)—Dollars per share. 
xe, Psa ey A Preferred Yield Averages in this series date from 
an. 2, 


aS 
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| Trust Investments in 1953 


CONTINUING HIGH DIVIDEND LEVEL INDICATED 


Vice 


pe: TRANSITION FROM AN ECONOMY 
of inflation, the recent years partic- 
ularly marked by profligate spending, 
to one dedicated to sound business prin- 
ciples and sound money, presents much 
food for thought by those managing 
trust investments. 


In addition to tangible factors, the 
portfolio manager must take into con- 
sideration psychological and intangible 
ones. Since the election, a material 
change in the mental attitude of busi- 
ness leaders is readily apparent. For a 
number of years, various restrictions, 
price and material controls, labor rul- 
ings, and high taxes had almost de- 
stroyed initiative; and there was little 
incentive to risk capital. The action of 
the stock market in recent weeks gives 
some evidence, at least, of a revival of 
the free enterprise spirit. Apparently, 
captains of industry will not be branded 
as criminals for thinking in terms of 
net profits. 


It will also be necessary to try to 
evaluate the consequences of twenty 
years of inflation, much of which has 
become a permanent part of our eco- 
nomic system. Without trying to assume 
the role of a prophet, suppose we ex- 
amine a few basic facts in our effort to 
anticipate economic trends in 1953, 
taking our cue from industry which has 
become increasingly proficient at sens- 
ing trends.) A prominent automobile 
manufacturer recently stated: “A smart 
guy does not try to buck a trend but to 
anticipate and ride with it. He lets the 
economists and professors work out how 
to buck it. They don’t have to meet a 
payroll.” 


Budget 


Without doubt, control of govern- 
mental spending is uppermost in the 
minds of Federal officials and the tax- 
payer. The budget, inherited by Presi- 
dent Eisenhower, can be summarized 
roughly as follows: 





From address before A.B.A. Mid-Winter Trust 
Conference, Feb. 10, 1953. 
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R. C. BEHRENS 


Estimated 
Budget Actual 
1952-53 Expenditures 
(Billions) 
Military (60%) _... $51.2 $48.0 
International 
(13%) 10.8 2.5 
Interest (7%) —...... 6.3 6.3 
Veterans (5%) _.... 4.2 4,4 


Natural Resources 3.2 3.5 
Social Security, Wel- 

fare & Health _. 2.7 
Trans. & Communi- 








cam. a ee 
Agricultural _....... 1.5 
General Gov- 
ernment <n Se 9.0 
Education & 
Housing —....... 1.3 
Com. & Labor __... 1.1 
$85.4 $73.7 
Predicated on estimated receipts, 


these figures would seem to indicate 
a cash deficit for the current fiscal 
year of $3.7 billion, although President 
Eisenhower in his State of the Union 
address indicated the current year’s de- 
ficit at $5.9 billion. Such a deficit, par- 
ticularly a “cash” one, hardly presents 
a logical basis for tax relief. All of us 
are aware that the present Excess Pro- 
fits Tax Law, variously estimated to 
produce $2.5 to $3.5 billion this fiscal 
year, expires June 30, 1953, while the 
increase in personal income taxes, as a 
result of the Korean War, estimated to 
produce $2.5 billion, expires December 
15, 1953. In addition, certain excise 
taxes estimated to produce $2.0 billion 
expire March 31, 1954, while the re- 
duction in corporate normal and sur- 
taxes from 52% to 47% on January 
1, 1954, would cost the Treasury an 
estimated $2 billion annually. 


The President, familiar by reason of 
his long military career with the procliv- 
ity of the armed forces for padding mili- 
tary requirements, can undoubtedly 
slash billions from the defense program 
without the loss of production of a 
single gun, tank, or plane. It is a seri- 
ous question if military and other far- 


President, St. Louis Union Trust Company 


flung and possibly committed interna- 
tional expenditures with respect to 
which the President, in commenting on 
accumulated obligations of the Federal 
Government for future payments, said: 
“Even this amount is exclusive of large 
contingent liabilities, so numerous and 
extensive as to be almost beyond de- 
scription,” can be effectively controlled 
in the remaining months of this fiscal 
year; and worthwhile tax relief may 
well have to wait until 1954.” 


President Eisenhower seemed to have 
summed up the situation succinctly on 
February :2: “Reduction of taxes will, 
be justified only as we show we can 
succeed in bringing the budget under 
control. As the budget is balanced and 
inflation checked, the tax burden that 
today stifles initiative can and must be 
eased. Until we can determine the ex- 
tent to which expenditures can be re- 
duced, it would not be wise to reduce 
our revenues.” 


Labor—so militant under the New 
and Fair Deals—will be handled care- 
fully, and the “incredible” appointment 
of Mr. Durkin as Secretary of Labor 
clearly indicates an intention of Presi- 
dent Eisenhower to cultivate labor for 
the future. It probably may be said 
that labor’s reaction to the election will 
manifest itself unconsciously in some 
increase in worker efficiency and pro- 
duction, equivalent to some lessening of 
the labor burden. 


Interest 


Interest rates, frequently overempha- 
sized by politicians in their efforts to. 
stimulate business in periods of reduced 
industrial activity, have attracted a 
great deal of attention in financial 
circles, particularly since the election 
by reason of a plank in the Republican 
platform advocating, “A Federal Re- 
serve System exercising its functions 
in the money and credit system with- 
out pressure for political purposes from 
the Treasury or the White House.” 


Clearly this would indicate the Fed- 
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eral Reserve Board has won the “Battle 
of the Agencies” and will resume, and 
apparently has resumed, its generally 
accepted role in our banking system 
with the Open Market Committee di- 
recting “purchases, sales, and exchanges 
of government securities with prime re- 
gard to the general business and credit 
situation” although recognizing the de- 
sirability of “maintaining orderly con- 
ditions in the government security 
market.” 


In his message to Congress last week, 
the President stated: “Past differences 
in policy between the Treasury and the 


Federal Reserve Board have helped to 
encourage inflation. Henceforth, I ex- 
pect that their single purpose shall be 
to serve the whole nation by policies 
designed to stabilize the economy and 
encourage the free play of our people’s 
genius for individual initiative.” 


The new Secretary of the Treasury is 
faced with the refunding of large 
amounts of government obligations ma- 
turing in 1953. These maturities almost 
dictate the adoption in the early months 
of the new administration of an orderly 
and far reaching refunding program. 
Such a program would not necessarily 


GOVERNMENT 


MUNICIPAL 


* RAILROAD 


PUBLIC UTILITY & INDUSTRIAL BONDS 


EQUIPMENT TRUST CERTIFICATES 


INVESTMENT STOCKS 


Knowledge, Experience, 


Facilities for Investors 


R. W. Pressprich & Co. 


Members New York Stock Exchange 
48 Wall Street, New York 5, N. Y. 
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mean long term bonds, but rather the 
extension of the short-term debt into 
bonds and notes having more manage- 
able maturities. By way of historical 
comparison, over 30% of World War 
I debt matured in 1921-23, three to 
five years after the end of the war. Only 
about 10% of the early maturities found 
their way into long-term bonds due 
in 25-30 years. Approximately 90% of 
that refunding went into intermediate 
maturities, none maturing beyond 1928. 
The greatly increased size of the present 
Federal debt and the requirements of 
the defense program undoubtedly will 
require a somewhat different approach 
to a broadscale refunding program. 


An early indication of the problem 
is presented in the maturity on Febru- 
ary 15 of $8,868,000,000 which will be 
met with a “package deal” including 
a one-year 214% certificate of indebted- 
ness and a five-year 10-month 214% 
Treasury Bond. Analysis of the present 
ownership of the maturing certificates— 
approximately $3.7 billion held by Fed- 
eral Reserve Banks; approximately 
$2.3 billion owned by commercial 
banks; and the remainder. approximate- 
ly $2.9 billion, held by corporations and 
individuals—quickly eliminated the in- 
clusion in the “package” of a ten- or 
even a fifteen-year Treasury Bond. 


There seems to be little question that 
a moderate rise in interest rates will 
attend an orderly Treasury refunding 
program, financing of defense require- 
ments, and a continuing need for capi- 
tal by industry. 


Industrial Requirements 


Industrial construction, which ran at 
an annual rate of $28 billion in the 
fourth quarter of last year, gives every 
indication of continuing at a very high 
rate in 1953, some informed sources 
expecting only a small decline from 
last year’s record figure. According to 
Johns-Manville Corporation, the con- 
struction industry in 1952 established 
a new record of $42 billion and may 
exceed that figure by $1 billion in 1953. 


These figures bear out the current 
demand for capital funds by the growth 
industries and the public utilities; and 
looking to the future, hardly any one 
will question a continued demand for 
capital to supply telephone service, elec- 
tric power, and electronic equipment 
so necessary for mass production of 
many commodities of everyday use. 


Another element which must receive 
important consideration by the portfolio 


(Continued on page 118) 
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COMMON FUND EQUITY HOLDINGS 


FINANCIAL FIELD LEADS LIST OF 534 COMPANIES IN GAINS 


INANCIAL INSTITUTIONS led all other 
Pacman in percentage increase of 
equity shares held in Common Trust 
Funds, according to a comparative 
study of 1951 and 1952 annual reports 
made by the staff of Trusts AnD Es- 
TATES. The financial field registered a 
51% increase in the number of shares 
held; metals were second with 46%; 
textiles and shoes 44%; electric public 
utilities 43%; containers and paper 
42%; and insurance 41%. The only 
sroup which sustained a net loss in 
number of shares was railroads and 
railroad equipment, although companies 
in this category were represented in 
more fund portfolios in 1952 than in 
the preceding year. 


The study covered 113 common trust 
funds, 90 of them discretionary and the 
remaining 23 ‘legals’ which held com- 
mon stock under permissive legislation 
of their respective jurisdictions. The 
113 funds represented all sections of the 
country and all sizes of banks. 


The equity holdings here presented 
form only part of a combined billion 
dollar portfolio wherein bonds and 
common stocks are approximately bal- 





MOST POPULAR EQUITIES 


No. FuNDS 
COMPANY HOLDING 
Union Carbide’... . 308 
General Electric _................. 99 
Du Pont* - wo lsh i a 
Standard Oil, N. =. Pee . 89 
Westinghouse Electric 83 
General Motors ¥............... 82 
Texas Co. - So A 
Sears Roebuck . phiSat pss ee ee 75 
Gulf OF ........... | 
Phillips Petroleum 1 Eke 
Amer. Tal. & Tei. ./.._..._—. 6 
2) a ae 
Nat. Dairy Products S60 
Kennecott Copper "ss 
General Foods —.._......._._/ . 56 
Standard Oil, Ind. __.__..____/___. 56 
International Harvester 55 
Johns Manville _.._..._ 55 
Standard Oil, Cal. 53 
American Cyanamid - 52 
RES Eee 51 


*Christiana Securities was held by 11 funds.) 





anced in dollar value (market), while 
preferred stocks, mortgages and cash 
make up close to 14% of the total. (For 
a study of percentages in bonds, com- 


mon and preferred stocks, see T.&E., 
Jan. 1953, page 47.) 


The number of companies whose com- 
mon stock was held by one or more 
of the 113 funds studied was 534, repre- 
senting a gain of 35 over the previous 
year. Since each institution operating a 
common trust fund determines its own 
selections, 316 issues were held by five 
funds or less and 165 of these were in 
only one fund each. The twenty most 
popular selections are shown herewith. 


It must be remembered that the data 
here presented are based upon the 
annual reports of the funds studied, 
which appear at various times through 
the year from January through Decem- 
ber. Where so many stocks are held in 
one fund, changes are bound to occur 
frequently in the over-all total portfolio 
even though individual funds may show 
very little change from year to year. 
Twenty-six issues disappeared from the 
list in this manner during the past year. 
The record does give a general picture, 
however, of trust investor selections 
during the period covered and provides 
a basis for reference and further analy- 
sis. 

Following are the companies whose 
common stock was held, and the num- 
ber of funds holding each. 





EQUITIES HELD IN COMMON TRUST FUNDS 


















































Automotive (& RUBBER) Harbison-Walker Refractories _. 6 Heyden Chemical 1 International Paper —........... 84 
: ee a Hooker Electrochemical Tere aes 5 Kimberly-Clark 6 
Allis Chalmers Mfg. 9 Johns-Manville _..... eS International Min. & Chem. _.. 3 Lily Tulip Cup is 
American Chain & Cable... 2 Lehigh Portland Cement ceaeaeteesy a International Salt _.... Marathon .__.... oe 
Bendix Aviation —— 5 Lone Star Cement —................. 11 BROODS et Se errs Minnesota & Ontario Paper ___ 1 
Bohn Aluminum & Brass 1 Masonite hos heatarsa aaa ateacuaaneadiaaasaiaeile 5 Kopper ane Ca ee Owens-Illinois Glass _....... 39 
Borg-Warner peaeserooeceesiooeeenicninennerierases Minneapolis- Honeywell Re. 26 Liquid Cues Rayonier, Inc. 1 
Briggs Mfg. —. oe eee Mathieson Chemical ........... th See eae 17 
Caterpillar Tractor Pabco Products .............--- 2 | MeKesson & Robbins _. Shellmar Products .__ i? 
Chrysler... .... —— Penn-Dixie Cement -................---...- 1 Oe eet eee Sutherland ee ot 8 
Cleveland Graphite ‘Bronze 2 Pittsburgh Plate Glass —...... 37 Monsanto Chemical __. Union Bag & Paper 3 
Eaton Mfg. ie ere ee 7 I riers Pies ee te U. S. Playing Card Sh 
Electric Auto-Lite —... 12 Sherwin Williams pit tenidalenmminnaaieiey 28 I on he Fe West Virginia Pulp & Paper - <a 
Fiirestone Tire & Rubber 12 Stanley Works -—............................ 2 Chas Pfizer __..... aon 
noon See - 8. Gypsum ___. 2) oe 
B. F. Goodrich _.... ee oe — = oe Pag tall America ELEcTRICAL Propucts 
Goodyear Tire & Rubber —_. 3 Weyerhauser Timber 4 eer: 
Lee Rubber & Tire 3 ieee 6 ee Arrow-Hart & Hegeman Elect. .. 1 
Libby-Owens-Ford Glass ct a CuHemicaL & Druc Smith, Kline & Seen ——— Storage Battery 5 
Owens Corning Fiberglas —. 3 Py eer 24 : © Seth © Gee General Electric 99 
Raybestos-Manhattan 3 D 46 Sterli D Globe Union -....... stellen 
Timken Detroit Axle 1 Allied Chemical & Dye ——_. nitty Mary Pare Gould National Batteries. wie 1 
American Agricultural Chemical 2 Texas Gulf Selbpher —.—....... P. R. Mallo 1 
Western Auto Supply -...-_ 1 American Cyanamid -_............. 52 Union Carbide & Carbon _.... 100 aeiilings Sieciats imal a 1 
B American Home Products -......... 26 O & Pee 2s 1 Shes Wee ce 8 
UILDING American Hospital Supply -..... 1 Vick Chemical 3 SO ne Ne ee 4 
Alpha Portland Cement ——........ 1 American Potash & Chemical ... 1 Victor Chemical Works -.......... 5 Radio Gon. of Aamasion eee 4 
Amer. Radiator & Stand. San. x & American Potash & Chem. (B). 1 Te So Le 2 Sines Sa aa oe 
Archer-Daniels-Midland —........... 8 Atlas Powder wossecreeencsteeeccessteeeecenees Relines iadalaih Bastnes ine 1 
Armstrong Cork 12 Christiana Securities ConTAINEeRS & PAPER Gene “Oe ee nuns : 
Congoleum-Nairn -..................------- 2 Columbian Carbon Sylvania Elect. Products eee 3 
Cock Paint & Varah 1 Commercial Solvents —...---- 1 American Can —————- Wat fee es. 
Corning Glass Works Consol. Chem. Inds. —.._.___--- 1 Anchor Hocking Glass — Westinghouse Electric 83 
ee eee Dew Chania — 46 Container Corp. of America -__... 6 — 
Flintkote __. sia a le ae E. I. Du Pont de Nemours -... 90 Continental Can 
General Portland Cement 4 Durez Plastics & Chemicals -. : — ee FINANCIAL 
= ‘ i slecilaclectahiinissccispiaseleaaanniplneneien NE Rg te RE es ee oe 
— ani caer: eS bec = ; ee ene eee 28 Hazel-Atlas Glass -............-------- 4 American Trust, San Francisco. 1 
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From annual report to stockholders of Fort Worth National Bank 





Anglo California Nat. Bk., 


San Francisco —................. 3 
Associates Investment eiieieieakse a 
Bank of America, N.T.S. A. eo 3 
Bank of New York Die pk edieatadsad:: i 
Bankers Trust (N.Y.) — ~~... 20 
Beneficial Loan set oe 


Chase National Bank (N.Y. ¥ conn 
Chemical Bk. & Tr. (N.Y.) —. 6 
Citizens & Southern Nat. Bk., 


ee ee 1 
C.L.T. Financial ‘ .... 28 
Commercial Credit 15 


Continental Illinois Nat. 

Bk. & Tr., Chicago —........ 26 
Fidelity-Philadelphia Trust 
Finance Co. of Penna. -__. 
First Nat. Bank, Atlanta = 
First Nat. Bank, Boston —_...... 1 
First Nat. Bank, Chicago 
First Nat. Bank, Dallas - 

First Nat. Bank, New York . 
First Nat. Bank, Philadelphia - 
First Nat. Bank, St. Louis —___. 
First Nat. Bank, Scranton 
Girard Trust Corn Exchange 

Bk., Phila. = os 
Gearanty Trust, N. Y. 
Hanover Bank, N. Y. —. 
Harris Trust & Savings Bank, 

Chicago 
Household Finance 
Irving Trust, N. Y. .. 
Lehman 
Manufacturers Nat. 'Bk., “Detroit 
Manufacturers Trust, N. _ a 
Marine Midland Corp. - 

Mellon Nat. Bk. & Tr., 

Pittsburgh —e 
Mercantile Trust, St. Louis Sn 1 
po OS, 2 
Nat. Bank of Detroit —......... 4 

3 
5 


NrerF ONAN N eH 


Ls) 


— oo 
o- 


poorer a 


Nat. City Bank, Cleveland - 

Net. Cy Bank, N. Y. —.......... 4 
New York Trust — 

Co. for Bk. & Tr., Phila. 3 


Penna. 

Peoples First Nat. Bk. & Tr., 
Pittsburgh palace 

Phila. Nat. Bank —......_. 





Provident Trust, Phila. — 
Republic Nat. Bank, Dallas = 
Seattle-First Nat. Bank — 
Security First Nat. Bk., 

Los Angeles _ i 
Tradesmens Nat. Bk. & “Tr... 


oo 
11 
1 
5 
2 


Phila. ae Se 
U. S. Nat. ‘Bank, “Portland - poles z 
U. S. Trust, N. Y. eos | Es 

Foops 

I I ce ine oe 
American Chicle —.............. 14 
Beech-Nut Packing —........._ 2 
4 i 
Borden ilbaateldiiciainamamedinisitiicitan a 
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BE. J. Brach & Sons — 
ES ES ea 
Coca-Cola eo 
Corn Products Refining we 
General Foods 
General Mills 
Great Western Sugar —........ 
H. J. Heinz 2 

Hershey Chocolate Be eateed 
RSI Sc aoe 
Life Savers _.. ele ees 
MacAndrews & Forbes ce 
Mead Johnson 

National Biscuit Pe oe 
National Dairy Products . 
National Distillers Products —_. 
Penick & Ford _._. 
Pillsbury Mills 
Quaker Oats ___. 
Schenley Industries 
Standard Brands 
Sunshine Biscuit — 
Swift & Co. ‘ ei adaesoaeacial 
a Ee ne ee 
United Fruit a 
Wm. Wrigley, Jr. . 


INSURANCE 


Aetna Casualty & Surety —... 
Aetna Insurance 
Aetna Life Insurance —_........... 
American Alliance Insurance _.. 
American Automobile Insurance - 
American Insurance ihesinaisioneh 
American Reinsurance —_.......... 
Boston Insurance _._— 
Conn. General Life Insur. _....._. 
Continental Casualty 
Continental Insurance 
Crum & Forster _ 
Federal Insurance —_...._....__..__.. 
Fidelity & Deposit Co. of Md. __ 
Fidelity-Phenix Insurance ___. 
Fire Association of Philadelphia 
Firemen’s Fund Insurance ___.... 
Firemen’s Insurance (Newark) .. 
Glens Falls Insurance —... 
Great American Insurance .._. 
Hartford Fire Insurance —._. 
Home Insurance ___. 

Insurance Co. of North ‘America 
Jefferson Standard Life Insur. .. 
Lawyers Title Insurance —__ 
Life Insur. Co. of Virginia 
Maryland Casualty —.. 
National Fire Insur., Hartford - 
National Union Fire Insurance — 
New Amsterdam Casualty — 
New Hampshire Fire Insur. _. 
North River Insur. N. Y. 
Northern Insurance, N. Y. 
Northern National Insurance _.. 
Phoenix Insur., Hartford __... 
St. Paul Fire & Marine Insur. __. 





a 


i~) 
Nrerr NAW Wr wODOONrHF oO 





owe 
eRe ID © 


Southwestern Life Insur. 
Springfield Fire & Marine Insur. 3 











Standard Accident Insurance _. 5 
Travelers Insur., Hartford _... 10 
U. S. Fidelity & Guaranty —.. 11 
U. &S. Fire Insurance — 2 
i Oe I ls 1 
Westchester Fire Insur. .........._ 1 
MACHINERY & EQUIPMENT 
Addressograph-Multigraph — 12 
Affiliated Gas Equipment 1 
Associated Spring 1 
Babcock & Wilcox a ee 
Bower Roller Bearing 2 
Burroughs Adding Machine | Seicksiae ae 
Chain Belt SER LD SE es 
OS eee 
Doehler-Jarvis 3 
SE RR a ene ae i 
Fairbanks Morse __.. 2 
Food Machinery & Chem. 7 
Ingersoll-Rand _ es 12 
International Business Machines 23 
International Harvester _..___ 55 
kk SR See ee eee 1 
Of — 14 
Locke Steel Chain 1 
Mesta Machine _._. — 
National Cash Register| “ 13 
Remington Rand _. 1 
Scovill Mfg. 1 
Sperry —... AES, te 3 
Thompson Products RE 
Timken Roller Bearing _....... 3 
Torrington Co. _ 2 
Trane Co. 1 
Underwood see 3 
United Aircraft eee eee 2 
United Engineering & Foundry. 2 
United Shoe Machinery oxteitiet a 
U. S. Pipe & Foundry 3 
ME, share ek ents 1 
METALS 
ee 1 
Allegheny Ludlum Steel __. 4 
Aluminum Ltd. _..... —— 
Aluminum Co. of America enti 16 
Anaconda Copper —........... 2 
mon he OO 3 
Bethlehem Steel —_. 9 





Climax Molybdenum —... 1 
Consolidated Mining & 

Smelting (Can.) 
pees eee eee 1 
Hudson Bay Mining & Smelting 2 


ees eae 27 
International Nickel (Can.) __. 14 
Kennecott Copper ....._____ 59 


National Lead —_ 
SEC a 
New Jersey Zine —. — 





Newmont Mining 
Phelps Dodge —..._.._ 
Republic Steel _ 
Ee” it 
St. Joseph Lead 
U. S. Steel 





MISCELLANEOUS 


ck eee 1 
American Optical — 
American Smelting & Refining _ 19 
Colgate-Palmolive-Peet ss 9 
Diamond Match __..__ 6 
Dravo_ ._.... ee 
Eastman Kodak _ Een i ee 34 
RSE ICE e ee ore 
Gillette Safety Razor 
Loew’s _..... eo ae 
Minnesota Mining & “Mfe. - = 
Pittsburgh Consol. Coal .._ 1 
Pond Creek Pocahontas __..._. a) 
Procter & Gamble —_______. 27 
7s oe 
Twentieth Century- Fox Films” ne. 2 

1 

1 

1 








White S.S. Dental Mfg. 
Yale & Towne Mfg. _ nets 
Se is FN ehh eet : 





PETROLEUM 


Amerada Petroleum — 
Anderson Pritchard Oil _ 

Atlantic Refining 
I I ne ! 
Continental Oil 





St _ eeeseee 

Honolulu Oil _._. a ae esate 
Houston Oil Co. of Texas aE 1 
Humble Oil & Refining —.. .. 4 
Kern County Land ___......._ 1 


Mid-Continent Petroleum 
OT 
Phillips Petroleum 














Pure Oil - TES SEO 
Richfield Oil - ected be 
Shamrock Oil & Gas sc dexeiibeneaieaiee 1 
I aE ad a 
Sinclair Oil —_ REE Ree 
Socony-Vacuum Oil pa Ne eles 47 
South Penn Oil - tttaasinaiie: «a 
Standard Oil, California | . 63 
Standard Oil, Indiana .._______. ._ 55 
Standard Oil, New Jersey ....... 89 
Standard Oil, Ohio ——...._...._ 3 
Superior Oil, California _............_ 1 
Tene Ce. ~.... OE, 
Texas Pacific Coal & Oil - . 8 
Tide Water Assoc. Oil ................ 2 
Pustiic UTILITIES 

American Gas & Electric _...._. 49 
American Natural Gas ___. | 
American Power & Light _...._ 1 
American Tele. & Tel. _..........___. 68 
Atlantic City Electric 2 
Boston Edison _. 9 
Carolina Power & Light . 15 
Central Hudson Gas & Elect. aa 
Central Illinois Light i 
Central & Southwest — 26 
Cincinnati Gas & Elect. —__. . 24 
Cincinnati & Sub. Bell Tel. _....._11 
Cleveland Elect. Illum. 38 


Columbus & Southern Ohio El. 3 
Commonwealth Edison 
Conn. Light & Power 4 
Consol. Edison (N.Y.) 
Consol. Gas, El. Lt. & Power _. 30 














Consol. Gas Utilities — 2 
Consumers Power __._.. pice 
Dayton Power & Light —..__.__ 17 
Delaware Power & Light _...___. 10 
Detroit Edison 8 
Duke Power ____. ae 
Dees TAS onc 8 
NE Re OE: | | 
Florida Power ___- pees a 
Florida Power & Light . 4 
General Public Utilities — 15 
Gulf States Utilities «25 
Hackensack Water —_. ee 
Hartford Electric Light _........_ 1 
Houston Lighting & Power — 25 


ees Rae er 
Illinois Power — 

Indiana Gas & Water 
Indianapolis Power & Light —— 12 
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Iowa- 
Iowa 
Iowa 
Kansé 
Kans: 
Long 
Louis 
Middl 
Mont: 
New 
New 
N. Y. 
Niage 
Nortt 
North 
Ohio 
Oklak 
Pacifi 
Pacifi 
Pacifi 
Penin 
Penn: 
Penn: 
Peop! 
Phila 
Portl: 
Potor 
Publi 
Publi: 
Publi 
Roch 
San ] 
Serar 
South 
The | 
South 
South 
Tamy 
Tenn 
Texas 
Toled 
Unite 
Unio: 
Unite 
Unite 
Utah 
Virgi 
Wask 
Wast 


FE 


Noor & — 


ee el el i ee el ee ed 


sates 


ot NS a a LN te 


> pe - 


lowa-Illinois Gas & Elect. —_. 9 
Iowa Power & Light __...._.__. 11 
Iowa Public Service —.....0000. =1 


Kansas City Power & Light 13 














Kansas Power & Light —....___ 6 
Long Island Lighting —__.. ee 
Louisville Gas & Elect. — a 
Middle South Utilities — 128 
Sentana Fours $$$. ____: 5 
New England Elect. System ieee 2 
New England Tele. & Tel. 1 
N. Y. State Elect. & Gas _..__. 21 
Niagara Mohawk Power _.... 24 
North American _ oe: 
Northern States Power | ‘ es 
ney Te ce eee _— 
Oklahoma Gas & Electric _....... 2 
Pacific Gas & Elect. —............. 19 
Pacific Lighting —— 7 
Pacific Power & Light - ae 
Peninsula Telephone —..........------—s 1 
Pennsylvania Power & Light ae 
Pennsylvania Water & Power . 2 
Peoples Gas, Light & Coke ___.. 19 
Pees eee are 38 
Portland General Electric 1 
Potomac Electric Power 9 
Public Service of Colorado —..... 25 
Public Service of Indiana .......... 22 
Public Service Elect. & Gas —. 2 
Rochester Gas & Electric _.....- 2 
San Diego Gas & Electric _........ 2 
Seranton Electric —............ 5 
South Carolina Elect. & Gas ___. 1 
es Seether Ce 9 
Southern California Edison —_.. 21 
Southwestern Public Service ...... 2 
Tampa Electric —............... 2 
Tennessee Gas Transmission _... 4 
SS aaa 
 -S aa 1 
United Gas Improvement —....... 3 
Union Elect. Co. of Mo. —......... 1 
United Gas __... SSS 
United Iuminating pee ee ae 
Utah Power & Light —._.. 2 
Virginia Elect. & Power —. 27 
Washington Gas Light __.. 1 
Washington Water Power —..... 1 


. 


trust 
services 
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West Penn. Electric — 1 
Western Massachusetts Cos. _... 1 
Wisconsin Electric Power 
Brooklyn Union Gas — 
Colorado Interstate Gas _ 
Columbia Gas System —.... 
Consolidated Natural Gas 
Consumers Gas, Reading —....... 1 
El Paso Natural Gas __...... 3 
Kansas-Nebraska Natural Gas .. 1 
Lone Star Gas _... chediapcinat Se 
Mississippi River Fuel te Aeatyd sab 3 
National Cylinder Gas 1 
National Fuel Gas __. 1 








Northern Natural Gas ..._..._... 26 
Panhandle Eastern Pipe Line 8 
Republic Natural Gas __............ 2 
Southern Natural Gas «6 
Southern Union Gas ____..... 1 
RETAIL STORES 
a Se a 
American Bakeries Jididonaey 
American Stores —........... 6 
Edison Brothers Stores ice. oe 
Emporium Capwell —.................. 1 
Federated Department Stores inns 
First National Stores _.......... 14 
Grand Union ___... 1 
WV. 7. Gam —.. =a, 
Great Atlantic & Pacific “Tea nae 
ee ee 
Het —..... ee: a 
Horn & Hardart ‘Baking spichcnatiakdin ae 
0) —w——— 
is. eo 
I oc cre 
R. H. Macy 
Marshall Field 
May Department Stores -......... 23 
ee ee T&F 
Mercantile Stores -_....... 1 
Montgomery Ward ee 
& © wee oe 
J. J. Newberry ............. Sac ae 
CT EE 
Peoples Drug Stores Seen a we 1 
a SO FEE 








i eee 15 
Strawbridge & Clothier 1 
F. W. Woolworth — ee 49 


Raritroaps & R.R. EQquipMENT 


Atchison, Topeka & Santa Fe _.. 13 
Atlanta & Charleston Air Rwy. 1 
Carolina Clinchfield RR. 
Chesapeake & Ohio RR. 
Delaware & Bound Brook RR. .. 1 
General American Trans. _. aS: | 
Great Northern Rwy. ————--. 11 
Kansas City Southern Rwy. — 
Louisville & Nashville RR. 
Norfolk & Western 1 
Peoria & Bureau Valley RR. 
Pullman 
Southern Pacific) — 
Union Pacific RR. — > 
United N. J. RR. & Canal axe 
Virginian Railway - A Se 
Westinghouse Airbrake — 
American Brake Shoe —-.. 





RH Ne Oe eee 


TexTILes & SHOES 








American Viscose _.-.. . 32 
Anderson, Clayton & Co. ee 
i Me neds 
Ee 
Dewees Dee os, 8 
Cannon Mills —.......... a 
Celanese Corp. of America scnumece Ce 
Bates 2a CI 
General Shoe —_.........__. 2 
Industrial Rayon _.. 

Int'l. Cellucotton Products —. 2 
International Shoe —..... 6 
Johnson & Johnson .._.. 4 
iene ae ee : I 
Robbins Mills a 1 
Bs Ee Ce iimniimadinaink tt a 

Tosacco 
American Tobacco —-............... 34 


list & ins. 
P. Lorillard 
PS Nn 

R. J. Reynolds Tobacco _.-.. 39 








Needham Joins 
Mutual Fund 


D. J. Needham, formerly 
general counsel of the Amer- 
ican Bankers’ Association, 
now retired, has been elected 
vice president of the Wash- 
ington (D.C.) Mutual Invest- 
ors Fund. Mr. Needham also 
will become associated with 
the investment banking firm 
of Johnston, Lemon & Co., 
sponsors, in its investment 
trust department. 

Washington Mutual In- 
vestors Fund is the first mu- 
tual fund in the United 
States to offer a fully in- 
vested “all legal” common 
stock portfolio. Its charter 
restricts investments to com- 
mon stocks selected from the 
list of investments eligible 
for the investment of trust 
funds in the District. 


A AA 


New Commor Funds 


Discretionary common trust 
funds were established by 
the Bank of the Manhattan: 
Co., New York, on December 
1, 1952; by Hartford National 
Bank & Trust Co., on Jan- 
uary 31, 1953; and by Canal 
National Bank, Portland, Me., 
on February 1, 1953. 


Wien you need a fiduciary in Chicago, American 


National Bank and Trust Company stands ready to 


serve your requirements fully and efficiently. The 


experience and friendly co-operation of our Trust 


officers can help you achieve your purpose, for 


individuals, estates or corporations. You are cordially 


invited to call or write about any of our trust 


department services, or your own particular problem. 


American National Bank 


and Trust Company of Chicago 


LA SALLE AT WASHINGTON + CHICAGO 90, ILLINOIS 


Member Federal Deposit Insurance Corporation 
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Southern California 
Edison Company 


DIVIDENDS 
CUMULATIVE PREFERRED STOCK 
4.08% SERIES 
DIVIDEND NO. 12 
CUMULATIVE PREFERRED STOCK 


4.88% SERIES 
DIVIDEND NO. 21 


The Board of Directors has 
authorized the payment of the 
following quarterly dividends: 


2514 cents per share on the 
Cumulative Preferred Stock, 
4.08% Series; 


3014 cents per share on the 
Cumulative Preferred Stock, 
4.88% Series. 

The above dividends are 
payable February 28, 1953, to 
stockholders of record Febru- 
ary 5, 1953. Checks will be 
mailed from the Company’s 
office in Los Angeles, Febru- 
ary 28, 1953. 


P.C. HALE, Treasurer 
January 16, 1953 


SCUDDER 
STEVENS 
& CLARK 
FUND, Inc. 


SCUDDER 
STEVENS 
& CLARK 
COMMON 
STOCK 
FUND, Inc. 


Available at 
Net Asset Values 


Prospectus on Request 


Scudder Fund Distributors, Inc. 


1 Wall St., New York 5, N. Y. 


10 Post Office Sq., Boston 9, Mass. 


Provident Trust Bldg. 
Philadelphia 3, Pa. 
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HENRY ANSBACHER LONG INDEX of 


No responsibilit 
of Policy is conce 
index by issuers, 
31, 1952 appear i@bruary 
based on Januaryap 

These will soon be 



















Indices are based on fund operation during the period covered and are 
not a representation of future results. They should be considered in the 
light of the individual companies’ investment policies and objectives 
and the characteristics and qualities of the investments of these companies. 























Reference should be made to the introduc- i 6 7 16 
tory article in July 1949 issue, outlining pur- 12/31/35 12/30/39 to 1/30/ 
poses of publication and considerations in 1/30/53 
selecting stock _and cost-of-living averages, baal Principal 2. 
periods and in interpretation of data. Principal as High Princip "4 
BALANCED FUNDS 
American Business Shares —__. — 65.9 170.1 7153.9 341 
Axe-Houghton Fund “A” _.- on ae 71.4 $210.2 210,980.69 
Axe-Houghton Fund “B” _.-.-- SSS _ 83.1 {$227.9 $226,532 
CRETE Ne cee 103.1 60.2 $172.0 171.8327 
Commonwealth Investment —_.___ Carn: Saat 106.3 78.6 [$217.6 217.08 3.18 
Eaton & Howard Balanced ~~ _______. 114.5 736 3987.1 186,(mm 3.60 
Fully Administered Fund (Group Securities) a 69.4 156.6 144,982.17 
General Investors Trust —~.-_EEEE 110.0 65.2 %$137.0 136.4 411 
Ee ee — 73.5 164.4 163.50 3.99 
Eee — —_ 187.6 185.4 314 
Nation-wide Securities** —._______ 102.6 5.96 142.1 142. 404 
i ll —_ ‘ined 158.9 157.4 3.22 
Comm Ta rad _— 69.2 %$151.2 150.4 3.68 
Mutual Fund of Boston**** _..._- >» — — $1685 163.408 316 
Scudder Stevens & Clark _ 97.4 80.9 160.6 157.1mm 3.28 
Esc es 105.2 75.0 $169.3 168.58 357 
I elinitaitaiintnenemenemanpiinisiciommints — — $195.8 194,29 381 
Wisconsin Investment**® >>> os 65.1 %$231.2 231.9 3.93 
AVERAGE: BALANCED FUNDS 105.6 70.8 174.8 172.2 3.56 
STOCK FUNDS 
Gh aa oa 50.2 224.9 205.558 4.17 
Broad Street Investing Corp. —.——__ 109.9 60.1 $211.8 209.9% 4.56 
Bullock Fund ———____ piieetsiaitaincieiasatinpasaiati 109.8 61.0 %+199.3 198.1 422 
EE Fre ee “> 76.1 +1724 172.48 347 
Diversified Invest. Fd. (Diversified Fd. Inc.) *** one — 1152.9 152.9% 489 
ih ae —..._._..__.__..-| IRs 62.1 178.0 4175.4 4.10 
a ee -| 107.1 62.7 $223.7 222.0 354 
iis Feat — — $230.7 230.4 447 
Fundamental Investors ~~ ___________ 105.2 64.8 $252.1 248.4 4.10 
Incorporated Investors ——— -_._»_-»_»_-> 103.6 63.9 %$246.2 243.5mm 3.57 
Institutional Shares (Stock & Bond Group) —. — — $181.0 181.088 2.53 
Investment Co. of America ——  ___.__ ae 69.0 %199.7 198.2% 3.50 
Investors Management Fund —.---_-_-___ 107.7 67.7 $221.4 218.58 4.00 
Knickerbocker Fund ———______ = — 59.8 $123.4 $123.99 2.60 
Loomis-Sayles Mutual Fund* 72.4 74.2 198.3 $197.59 2.64 
Massachusetts Investors Trust (c) 110.7 59.7 $194.1 191.998 4.36 
Mass. Investors Growth Stk. Fund — 114.2 57.4 205.9 202.4% 2.70 
Mutual Investment Fund — >>» 129.7 56.1 +165.7 $165.48 2.15 
National Investors — seaalsiiseehivaneiipiadll —_ 60.7 241.9 237.09 3.19 
National Securities — Income*** _._.__ o> 66.0 135.1 113.78 5.66 
RS 117.4 61.4 $163.9 4162.99 3.89 
Selected American Shares — === 123.8 60.9 $180.4 178.99 4.09 
ee — 62.5 %$137.8 136.998 4.88 
State Street Investment Corp. —..__ 92.8 60.7 $251.3 251.598r2.63 
Wall Street Investing Corp. — ==> >>> oe poe 226.5 225.89 3.62 
AVERAGE: STOCK FUNDS —._._- >> 108.1 63.2 200.3 198.70 | 3.58 
90 STOCK INDEX (Standard & Poor’s) __.___ 106.7 59.3 


CONSUMERS PRICE INDEX (B.L.S.) —____ — 99.6 


$271.7 
n191.1 


Base index number of 100 is the offering price 


COL. 17 represents 
the annual period e 
month-end offering 

CAPITAL GAIN D 
distribution, if any, 


COL. 6, 7, and 16 arrived at as follows: To the bid prices at the respective 
dates indicated are added all capital distributions to such date and the re- 
sultant sum is divided by the 1939 base offering price. 





COL. 19 represents the current month-end bid (col. 16 less all capital distri- 
butions) divided by the 1939 base offering price. 


annual period. 
INCOME PERCENTAGE includes only those dividends paid by the com- COMPANIES ORG: AFT 
panies out of income earned from dividends and interest on their portfolio on the date they c busin 


securities (excluding all capital distributions). or balanced funds infMence at 





n—new series; old, 192.3. @Principal index begins after 1939 base date. +45 
r—plus rights. +Ex-dividend current month. Pn 
c—Dec. ’52 Correction: Columns (15) 193.9, t¢High reached current month. ous 
(16) 193.7, (17) 4.38, (18) 1.28, (20) 4.99. *Merged with Loomis-Sayles 2nd Fund May ist) *4444) 
cofficry 1 

TRUSTS AND ESTATES Fy 










AL FUNDS 


d in so far as compliance with the Statement 


of 


ilit 
soni the employment in whole or in part 

ers, #Hters or dealers. Principal indices for January 
ear i@bbruary 1952 issue and current income returns 


nuarya53 offering prices are available on request. 
on belito a revised short form index. 
16 7 18 19 20 


30/saqpt 12 mo. Div. %| Prin. Less | 5-Yr. Avg. 


Cum. Cap. | Investment 
Cap. | Distr. (Bid) 











Distr. | 1/30/53 | Mmeome 7 
2.54 4110.2 3.95 
5.65 165.1 3.82 
2.48 4178.8 3.75 
5.20 139.7 3.88 
1.79 181.7 3.98 
2.05 166.8 3.89 
1.62 118.9 3.84 
3.48 109.8 4.97 
1.42 136.1 4.19 @ 
2.28 172.2 4.28 
1.31 116.5 4.30 
1.34 146.8 4.05 e 
2.46 127.2 3.99 
63.40 316 2.46 141.6 3.93 
57.1 3.28 1.72 134.8 3.59 
684387 «= «2.28 132.1 3.79 
94, 381 1.48 176.2 4.11 © 
3 1A 3.93 2.62 167.1 3.33 
72.5 356 2.44 140.0 4.02 
05.5 417 2.28 129.1 5.25 
09.98 456 1.86 172.5 5.04 
98.9 422 2.37 162.0 4.62 
7248341 =. 3.85 95.6 3.78 
52.48 439 1.90 138.8 5.54 e 
75.18 410 2.57 4144.1 4.44 
22354 = 2.89 188.8 3.83 
30.48 447 ~=—s-:1.28 201.0 5.08 e 
48.48 410 2.09 210.7 4.51 
43.357 = 2.91 192.8 4.90 
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Fundamental Investors, Inc. 
Diversified Common Stock Fund 
Diversified Growth Stock Fund 
Diversified Investment Fund 


Manhattan Bond Fund, Inc. 


ES AVAILABLE ON THESE MUTUAL FUNDS 
FROM YOUR LOCAL INVESTMENT DEALER, OR 


Bond Fuad 


OF BOSTON 


Massachusetts Investors Trust 


MASSACHUSETTS INVESTORS 
GROWTH STOCK FUND 


Poston Fund 


Century Shares [rust 


CANADA GENERAL FUND 


A prospectus relating to the shares of any of these separate 
investment funds may be obtained from authorized dealers or 


VANCE, SANDERS & COMPANY 
111 DEVONSHIRE STREET 
BOSTON 


NEW YORK 
61 Broadway 


CHICAGO 
120 South LaSalle Street 


LOS ANGELES 
210 West Seventh Street 





Closed-end Companies Plan Merger 


Plans for a proposed merger between 
Tri-Continental Corp. and Capital Ad- 
ministration, a majority owned subsidi- 
ary, will shortly be submitted to the 
stockholders of these two closed-end 
investment companies following clear- 
ance from the S.E.C. on the fairness 


of its terms. This will complete a series 
of mergers of the four closed-end com- 
panies originally sponsored by the in- 
vestment banking firm of J. & W. Selig- 
man and more recently under manage- 
ment contract with the Union Service 
Corporation. ° ae 


117 








Unton CarBIDE 


AND CARBON CORPORATION 


A cash dividend of Fifty cents 
(50¢) per share on the outstanding 
capital stock of this Corporation 
has been declared, payable March 
2, 1953 to stockholders of record 
at the close of business February 6, 
1953. 
KENNETH H. HANNAN, 

Secretary and Treasurer 
















Amenican- Standard 


PREFERRED DIVIDEND 
COMMON DIVIDEND 








A quarterly dividend of $1.75 per share 
on the Preferred Stock has en de- 
clared, payable March 1, 1953 to 


stockholders of record at the close of 
business on February 24, 1953. 

A dividend of 25 cents per share on 
the Common Stock has been declared, 
payable March 24, 1953 to stockholders 
of record at the close of business on 
February 24, 1953. 


AMERICAN RADIATOR & STANDARD SANITARY 
CORPORATION 


JOHN E. KING 
Vice President and Treasurer 















hemical 












Quarterly dividend No. 128 of 
Sixty Cents ($.60) per share 
has been declared on the Com- 
mon Stock of Allied Chemical 
& Dye Corporation, payable 
March 10, 1953 to stockhold- 
ers of record at the close of 
business February 13, 1953. 

W. C. KING, Secretary 


January 27, 1953. 










THE FLINTKOTE COMPANY 


A quarterly dividend of $1.00 per 
share has been declared on the 
$4 Cumulative Preferred Stock 
payable March 16, 1953, to stock- 
holders of record at the close of busi- 
ness March 2, 1953. 

A quarterly dividend of $.50 per 
share has been declared on the 
Common Stock payable March 
10, 1953, to stockholders of record at 
the close of business Feb. 24, 1953. 


CLIFTON W. GREGG, 
Vice-President and Treasurer 


Feb. 4, 1953 
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Investments in 1953 
(Continued from page 112) 


manager is the growth of population. 
Educational institutions and business 
corporations, now keenly aware of the 
reduced birthrate of the depression 
years, are giving much attention to the 
implications of the large increase in 
population in the last decade with its 
obvious need for food, shelter, clothing, 
and education. 


It must also be remembered that the 
wage earner in the United States, after 
many years of high wages and steady 
employment, has naturally raised his 
standard of living and looks upon own- 
ership of a home, an automobile, and 
a television set, not as luxuries, but as 
an integral part of normal American 
living. The volume of consumer credit, 
which reached a record level of $23,- 
975,000,000 recently, has been viewed 
by some as implying some threat to our 
financial stability. However, a compari- 
son with disposable income over an ex- 
tended period of years reveals some- 
what reassuring ratios. 


Recent utterances by the captains of 
the electrical equipment, chemical, mail 
order, electric appliance, and automo- 
bile industries relative to business pros- 
pects have been in a confident vein; 
some have been positively optimistic. 
For illustration, an official of an out- 
standing chemical company, asked if 
the chemical industry was not faced 
with over-production, stated: “It won’t 
be over-produced for 100 years. Maybe 
some particular chemical will be, but we 
can always shift—we can always use 
the hydrocarbons which might go into 
ethyl alcohol or ethylene glycol some- 
where else. The industry has great free- 
dom of opportunity.” The head of a 
large steel company recently contended 
steel capacity is not excessive—that a 
decline in production to 85% of capac- 
ity would not cut profits. 


With unspent congressional approp- 





exiations of $100 billion, substantial re- 


quirements for industrial construction 
and municipal improvements, and favor- 
able business prospects, not to mention 
a modest rise in interest rates and the 
probable maintenance of a high level 
of dividend payments, the manager of 
a trust portfolio can view 1953 with 
confidence. 


SOCONY—VACUUM 
OIL COMPANY 


INCORPORATED 


Dividend 
No. 168 


January 
27, 1953 


The Board of Directors today 
declared a quarterly dividend of 
50¢ per share on the outstand- 
ing capital stock of this Com- 
pany, payable March 10, 1953, 
to stockholders of record at the 
close of business February 6, 
1953. 


W. D. BickHam, Secretary 





I B M internationat Business 


trave MARK MACHINES CORPORATION 
590 Madison Ave., New York 22 


The 152nd Consecutive 
Quarterly Dividend 


The Board of Directors of this Corporation has 
this dav declared a dividend of $1.00 per share, 
payable March 10, 1953, to stockholders of 
record at the close of business on February 17, 
1953. Transfer books will not be closed. Checks 
prepared on IBM Electric Punched Card 
Accounting Machines will be mailed. 


A. L. WILLIAMS, Vice Pres. & Treasurer 
January 27, 1953 








THE TEXAS COMPANY 
202nd 


Consecutive Dividend 








A regular quarterly dividend of 
seventy-five cents (75¢) per share 
on the Capital Stock of the Com- 
pany has been declared this day, 
payable on March 10, 1953, to 
stockholders of record at the close 
of business on February 6, 1953. 
The stock transfer books will re- 
main open. 

RosBert FISHER 


January 23, 1953 Treasurer 





CITIES SERVICE COMPANY 
Dividend Notice 


The Board of Directors of Cities Service Company has 
declared a quarterly dividend of one dollar ($1.00) per 
share on its $10 par value Common stock, payable March 
9, 1953, to stockholders of record at the close of business 


February 13, 1953. 


W. ALTON JONES, President 
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ADDENDA TO TOPICAL INDEX 
Vol. 91: 1952 


The September issue was inadvertently omitted from the Index 
of Volume 91 published in the December 1952 issue. The missing 
references are listed below, together with revisions of the headings 
“Insurance Trusts” and “Investment Powers” which replace those 
originally printed, as they were scrambled. Subscribers who wish to 
paste this with the basic index may obtain a reprint of this supplement 


without charge. 


ASSETS—Administration 

Decedent’s Sister not “Next of Kin” Entitled 
to Letters of Administration with Will An- 
nexed—N, Y.—679. 

Systems & Mechanization—Factors in Deter- 
mining Application and Value—L. S. Sever- 
ance—658 

& 


ASSOCIATIONS & SCHOOLS 
Western Regional Trust Conference—Invest- 
ments & Operating Economies—620 


4 
BAR RELATIONS 
A Lawyer’s Proposals in Aid of Trust Busi- 
ness—De Witt Williams—624 
¢ 


CHARITABLE TRUSTS 
Effect of Attempted Diversion of Assets by 
Charitable Corporation—Cal.—679 
Legal & Tax Limits of Charitable Trusts and 
Gifts—Harold S. Shefelman—654 
Right of Sovereign to Have Charities Property 
Administered—U. S.—679 


- 
CLAIMS 
Payment of Claims not Timely Filed—Neb.— 
680 
oe 


COMMON TRUST FUNDS 
Economies from Common Funds—J. R. John- 
son—622 
e 
COMMUNITY PROPERTY 
Life Insurance Payable to Named Beneficiary 
Without Consent of Spouse is Community 
Property—Wash.—679 
e 
COMPENSATION 
Attorney Named as Co-trustee Not Disquali- 
fied from Fee for Representing Executor— 
Mo.—680 
Profitable Fee Basis Depends on Cost Analysis 
—B. B. Brown—623 
Temporary Administrator’s Commissions not 
Controlled by Testamentary Provisions— 
N. Y.—680 
Two Out of Three Trust Departments Show 
Profit—Analysis by Federal Reserve Bank, 
Boston—619 
ra 
cOSsTS 
Two Out of Three Trust Departments Show 
Profit—Analysis by Federal Reserve Bank, 
Boston—619 
é 
DISTRIBUTION 
Heir Who Murdered Ancestor is Entitled to In- 
herit—Wash.—680 
Heirs at Law May be Determined as of Ter- 
mination of Life Interest Although Statute 
Changed to Include Adopted Children—Ohio 
—680 
Lapsed Residuary Portion Passes to Remaining 
Residuary Beneficiaries Rather than as In- 
testate Property—Ohio—681 
e 


ECONOMIC & FINANCIAL 
Political Portraits—Editorial—617 
e 
EMPLOYEE RELATIONS 


Committee on Employee Relations—Manufac- 

turers Trust Co.—646 
* 
INSURANCE TRUSTS—Business (corrected) 

Assignee of Policies Need Not have Insurable 
Interest—Mo.—545 

Insurance Phases of Buy-Sell Agreements— 
Arthur R. Kimbrough—672 

Some Unexplored Aspects of Business Pur- 
chase Agreements—Albert Mannheimer & 
Joel Friedman—16 

Tax Effects of Buy-Sell Agreements—Carl A. 
Stutsman, Jr.—582 


Fesruary: 1953 


INVESTMENT POWERS (corrected) 

Divided-Loyalty Rule—Caveat to Draftsmen to 
Avoid Absolute Liability of Trustee—Russell 
D. Niles—734 

Direction to Invest in Legals ‘““Now Permitted” 
—Applicability of Modified Prudent Man 
Rule—N. Y.—400 

Effect of Prudent Man Act on Preexisting 
Trust—Exchanged Securities—N. J.—152 

Investing Under Prudent Man Rule—N. Y. 
Experience Reviewed—Comment on Equities 
—Bascom H. Torrance—838 

Modification of Provisions of Irrevocable Trust 
Permitted—Wash.—872 

New “Prudent Man” Investment Statute In- 
terpreted—N. J.—470 

Prudent Man Rule for Trust Investments— 
Comm. Report—H. M. Bardt—770 


3 
INVESTMENTS 
Cotton Looks at Its Customers—638 
Five Favorite Fields Feature Property Insur- 
ance Investment—644 
Free Money Market?—Harry F. Jonsson—634 
New Capital for Woolen & Worsted Firms— 
Harold J. Walter—636 
* 
JURISDICTION 
Determination that Heir is Disqualified for 
Feloniously Taking Decedent’s Life is in 
Sole Original Jurisdiction of Probate Court 
—Minn.—681 
* 
LAWS & LAW REFORM 
A Lawyer’s Proposals in Aid of Trust Busi- 
ness—DeWitt Williams—624 


e 
NEW BUSINESS 
Farm Management as Trust Service—Noel T. 
Robinson—623 
To Sell or Not to Sell—A Proven New Trust 
Business Approach—Earl S. MacNeill—665 
& 
PENSION & PROFIT SHARING TRUSTS 
Pension Fund Investment—Harold C. Bond— 
641 
. 
PERPETUITIES 
Separability of Minor Valid Portion—Charit- 
able Gift Must Vest in Time—Ky.—682 





POWERS—Limitations 
Self Dealing Permitted—Ky.—682 
e 


REAL PROPERTY 
Farm Management as Trust Service—Noel T. 
Robinson—623 
a 
REVOCATION & TERMINATION 
Will Revoked by Subsequent Voidable Marriage 
—Marriage not Subject to Collateral At- 
tack after Death—Wash.—682 


STATISTICS—Trust Funds 
Trust Assets, Gross Earnings at New High— 
618 
Trust Funds Up in Pennsylvania—615 


SUCCESSOR FIDUCIARY 
Next of Kin Not Entitled to Preference in 
Appointment of Substituted Administrator 
Unless Application Made Within 40 Days— 
N. J.—683 
e 
WILLS—Construction 
Gift or Devise by Implication—Option Not 
Personal to Beneficiary—IIl].—684 
Probate 
Undisposed of Remainder Share by Life Ten- 
ant’s Estate—Mich.—683 
All Attesting Witnesses Must be Called—Neb. 
—683 
Prominent 
Gen. Charles G. Dawes-—684 


McDougal Heads NYFA 


Edward F. Mce- 
Dougal, assistant. 
treasurer in the 
public relations de- 
partment of Bank- 
ers Trust Co., was 
elected president of 
the New York Fi- 
nancial Advertisers: 
Association on Jan- 
uary 28. Other of- 
ficers named were: First vice president, 
Howard J. Carswell, of Guaranty Trust 
Co.; second vice president, Edwin Goat, 
Bowery Savings Bank; secretary, Mrs. 
Isabelle Murray, Hudson Advertising 
Agency; and treasurer, Robert J. Stiehl,. 
American Bankers Association. 


E. F. McDoucaL 


WANTED: Back issues of TRUSTS and ESTATES 


We will pay 50c each for a limited number of the following issues, if unmarked 
(excess quantities will be returned with postage refund) : 


1938 
February 
june 
July 
October 


1937 


January 
February 
March 
December 


1948 


February 
March 
June 
August 
November 


1946 


January 
February 
March 
June 
September 
December 


Mail to: 
Fiduciary Publishers, Inc. 





1939 
April 
May 
December 


50 East 42nd Street 


1940 


January 
February 
March 
April 
May 


1950 


June 
August 
November 


1944 
January 


New York 17 
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OME YEARS AGO | was returning from 
S a short automobile trip in a blus- 
tery, winter night. Visibility was so poor 
it was difficult to follow the road. A 
driver, who seemed to be having less 
trouble, passed me. I thought, “Why 
not follow him as he seems to have 
better vision of the road ahead?” So 
I followed his lead closely. Suddenly, 
he stopped, and | slid into his rear 
bumper. I jumped out of my car and 
ran up to ask why he stopped without 
giving a signal. He said, “I usually do 
not consider it necessary to signal when 
I come to a stop in my own garage.” 


When I started out years ago in a 
little country bank the kind of informa- 
tion I needed was of the homespun 
variety. Nowadays, our customers come 
to us with such questions as these: How 
much foreign aid can our economy 
stand? Should we adjust our tariffs 
and depend upon trade instead of aid? 
How can we reduce our huge govern- 
ment expenditures and taxes? Will 
labor costs exceed labor productivity 
and thus push prices still higher? 


We can’t be like the Senator—after 
a long winded speech one of his con- 
stituents rushed up to him and said: 
“Senator—that was a great speech. I 
liked the straight forward way you 
dodged those issues.” Bankers over this 
country must realize their responsibili- 
ties for improving the economic liter- 
acy of our people and must know the 
answers to many current questions. 


In the last twenty-five years, trust 
officers have made great strides in their 
importance to banks and the public. 
The trust officer is no longer just a de- 
partment head; he is in the top echelon 
of bank management and more and 
more people are depending on trust 
officers for information and guidance 
on business economics. Each year you 
are occupying a more important place 
in the financial leadership of your com- 
munities. 


There is a growing trend in trust de- 
partments to perform more services for 
people of smaller means, who need ex- 
pert, competent assistance as much or 


From address at A.B.A. Mid-Winter Trust Con- 
ference, Feb. 10, 1953. 
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W. HAROLD BRENTON 


more than those of greater wealth. In- 
stalment loan departments and check- 
ing account services haven’t always 
been so accessible to the man-in-the- 
street. Banks have now learned how to 
render such services in a friendly, com- 
plete manner and at the same time 
establish a charge which is fair to both 
the bank and the customer. These ser- 
vices which help more people are large- 
ly responsible for the improved stand- 
ing of banks with the public. 


Home Remedy for Social Unrest 


What we need now is economic edu- 
cation in order that the American citi- 
zens will be able to give informed sup- 
port to sound leadership. When more 
people have a clear understanding of 
how our capitalistic economy works, 
there will be less social unrest and less 
opportunity for irresponsible dema- 
goguery. 

Under the aegis of the Committee for 
Economic Development businessmen 
and educators have joined forces in 
sponsoring research and study to raise 
the level of economic understanding. 
Business has found in selling its goods 
that it must go directly to the con- 
sumer at the grass roots level. A recent 
survey shows that several thousand 
businesses have been applying that same 
philosophy to selling the free enterprise 
system to their officers and employees 
through economic schooling. These on- 
the-job classes are accepted with en- 
thusiasm and voluntary attendance is 
seldom less than 90 per cent. The sur- 
vey shows that benefits do not stop 
with the employees, but go on to the 
families and filter through to others in 
the community. 


War Against Inflation Not Over 


We have a new administration which 
wants to revitalize the old-fashioned re- 
spect toward debt and thrift. Economy 
in government can only be carried out 
if the public believes in it; otherwise 
those who promote economy must dis- 
card their high motives or eventually 
be tossed out as selfish, shortsighted 
capitalists. 


For the moment, talk of inflation 


TRUSTEES AS ECONOMIC LEADERS 


President of the American Bankers Association, and president, The State Bank of Des Moines 


has subsided but the public must under- 
stand that we will have recurring infla- 
tion if we keep on with our heavy 
spending, heavy taxes and deficit finan- 
cing. Many business analysts have been 
citing the possibility of a slight deteri- 
oration in business when defense spend- 
ing slackens. If this occurs, will the 
American public demand that the pump 
be primed and that inflationary forces 
be again set loose? Or will we be will- 
ing to tighten our belts, control our 
costs and compete more actively? Sta- 
bility will be attained only when people 
will allow the free and normal fluctua- 
tions of supply and demand. 


History has thrust upon us the re- 
sponsibilities for world leadership. Be- 
fore Americans can teach and preach 
abroad about the wonders of our com- 
petitive freedom, we must understand 
what has been happening to this free- 
dom. Are the American people willing 
to exercise the self-restraint necessary 
to keep our own economy healthy and 
strong? 


We are depending too much upon 
dollars to do everything for us, but 
dollars alone won’t buy respect for us 
as a nation. Foreign nations like our 
efficient productivity, but no self-re- 
specting people like controls or the 
stigma that are-commonly attached to 
“poor relations.” 


International exchange of goods is 
one of the vital problems facing this 
administration and Congress for solu- 
tion. The people of every town and 
city should participate in forums and 
study groups about tariffs and world 
trade. The stakes are high. Fail in 
solution of the world trade problem and 
we continue with cold war, a shrink- 
ing dollar and more controls. 


Plan Bank Study-Groups 


We are building up an important 
population dependent on retirement in- 
come from pensions and social security. 
This group of people constitutes a tre- 
mendous pressure group which should 
demand that the purchasing power of 
the dollar be maintained. Trustmen face 
daily, people who have entrusted to 


TRUSTS AND EsTATES 
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them the funds that furnish their spend- 
ing money. When that fixed income 
depreciates through the lowered value of 
their dollar, then your best explanation 
js to point out some of the factors that 
are causing the lower purchasing power 
from their investment. 


Looking ahead, the bankers’ plan 
should be to train more men to under- 
stand better what makes our economy 
tick. It is imperative and in line with 
prudent management that we evaluate 
the investments in government which 
have been made with our customers’ 


funds. 


A number of banks have already 
started working out a plan and are 
enthusiastic about the possibilities for 
increasing the level of understanding 
among the members of their staff. One 
of those banks has hired a man to 
head a special department within the 
bank. Recently a large number of 
bankers cooperated in devising a joint 
program for economic study. A number 
of large banks have held correspondent 
banker forums on the functioning of 
business and government. 


It is our hope that through the 
A.B.A.’s newly established Department 
of Monetary Policy, bankers as a whole 








TRIBUTE TO Mayo SHATTUCK 


In a moment of silent prayer, the memories of the whole assemblage of 
trustmen at the Mid-Winter Trust Conference were filled with the picture of 
a truly great friend and leader — Mayo Adams Shattuck. Eloquent tributes 
by two past presidents of the Trust Division emphasized the immense loss not 
only to the trustees of the nation but as much or more to those who benefit 
from their protection and guidance. Joseph W. White, vice president of the 
Mercantile Trust Co. of St. Louis, who himself has so ably carried on the 
splendid traditions of illustrious pioneer Breckenridge Jones, recalled the amaz- 
ing variety of contributions which the dynamo named Shattuck has brought to 
Trusteeship, in teaching and practice, lecture and example, textbook and arti- 
cle, theory and law. 


“No voice was ever listened to with more attention or more delight.” In 
those words, Gilbert Stephenson, formerly of the Equitable Trust Co. of Wil- 
mington, scholarly leader of the trust fraternity for many years and its 
acknowledged Dean, gave one fitting measure to the Boston lawyer whose inter- 
ests and accomplishments were too varied to fully chronicle. Beloved as gentle- 
man, friend and scholar, Mayo Shattuck will, as both remarked in their tributes, 
continue to be with us in his indomitable and kind spirit no less than in his 
enduring works. 


may attain an improved working know- 
ledge of money management and credit 
management. Under Dr.  Stonier’s 
guidance, still greater emphasis will be 
placed on education, especially on the 
field of banker economics. 

It is just as much a part of a banker’s 
responsibility nowadays to understand 
how our economy works as it is to 


understand how to invest our assets and 
operate the mechanics of our banks. 
The day will come when the executive 
bank officer of any-sized bank will not 
be considered good enough unless he 
has an understanding of our nation- 
wide financial structure and is prepared 
to explain it to his customers and his 
employees. 


When You Need a " 


TEXAS 
FIDUCIARY 


You Need 


FepruaRy 1953 


COMPLETE 
TRUST 


SERVICE 

FOR 
INDIVIDUALS 
AND 
CORPORATIONS 


* 
THE 


FORT WORTH 
NATIONAL BANK 
FORT WORTH, TEXAS 


Member Federal! Deposit Insurance Corporation 
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THE 
NEw YORK TRUST 
COMPANY 


100 BROADWAY 
10 ROCKEFELLER PLAZA »« MADISON AVENUE AT 40TH STREET 
MADISON AVENUE AT 52ND STREET + SEVENTH AVENUE AT 39TH STREET 


60 Years of Trust Service 


DIRECTORS 


HULBERT S. ALDRICH 
President 


MALCOLM P. ALDRICH 
President 
The Commonwealth Fund 


GRAHAM H. ANTHONY 
Chairman of the Board 
Colt’s Manufacturing Company 


ARTHUR A. BALLANTINE 
Root, Ballantine, Harlan, 


Bushby & Palmer 


JOHN E. BIERWIRTH 
President, National Distillers 
Products Corporation 


STEPHEN C. CLARK 
The Clark Estates, Inc. 


WILLIAM F. CUTLER 
Vice President 
American Brake Shoe Company 


RALPH S. DAMON 
President 
Trans World Airlines, Inc. 


FRANCIS B. DAVIS, Jr. 
New York 


WILLIAM HALE HARKNESS 
New York 


HORACE HAVEMEYER, Jr. 
President 


The National Sugar Refining Co. 


B. BREWSTER JENNINGS 
President 
Socony-Vacuum Oil Co., Inc. 


J. SPENCER LOVE 
Chairman of the Board 
Burlington Mills Corporation 


ADRIAN M. MASSIE 
Chairman of the Board 


CHARLES J. NOURSE 
Winthrop, Stimson, Putnam 
& Roberts 


RICHARD K. PAYNTER, Jr. 
Financial Vice President 
New York Life 


Insurance Company 


SETON PORTER 
Chairman of the Board, National 
Distillers Products Corporation 


ROBERT C. REAM 
Chairman of the Board 
American Re-Insurance Co. 


MORRIS SAYRE 
Honorary Chairman of the Board 
Corn Products Refining Co. 


WALTER N. STILLMAN 
Stillman, Maynard & Co. 


VANDERBILT WEBB 
Patterson, Belknap & Webb 
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PROFITABLE TRUST OPERATIONS 


WILLIAM G. CLEAVER 


Vice President, First National Bank & Trust Company, New Haven, Connecticut 


T VHE TRUST OFFICER IN CHARGE of 


the small department that has not 
yet crossed the profit line has one of 
the most difficult of all trust assign- 
ments. He has a highly specialized job 
with bewildering variety of duties which 
tax his resources to the utmost. At the 
same time he must show constant ex- 
pansion of business and produce a 
profit. Almost always he is under-staffed. 
He needs every help and encourage- 
ment, rather than the old refrain: “Your 
department is losing money for the 


bank.” 


At a recent meeting a bank executive 
reasoned that, since the cost of living 
had increased 89% over 1939, and food 
had gone up 300%, therefore, trust fees 
should have gone up proportionately. 
There are many illustrations, however, 
where improved methods of operation 
and technological developments have 
enabled the producer, in spite of rising 
prices, to sell his commodity or service 
at a lesser price and still produce a 
satisfactory profit. Twenty years ago it 
required 114 lbs. of coal to produce 
one kilowatt hour of electricity; today 
effective units generate at only half that 
amount of coal. Twenty-five years ago, 
a Gillette Safety Razor cost $5.00 and 
up. Today a better razor is sold by 
Gillette for $1.00. 

We should not consider that we at- 
tained the ultimate in trust efficiency 
and progress twenty years ago. The 
Common Trust Fund, machine book- 
keeping, and other mass-production and 
labor-saving devices have been intro- 
duced during that time to economize in 
costs of operation, and to increase efh- 
ciency. Perhaps the time has come to 
break away from the idea of handling 
every account as a custom-made job, 
and introduce a streamlined, standard- 
ized form of Trust Service for certain 
of the larger accounts to economize in 
operating costs. To expect an automatic 
increase in trust fees to keep pace with 


ee 


From address before Mid-Winter Trust Confer- 
ence, New York, N. Y., Feb. 10, 1953. 
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the general price level, is out of the 
question. 


Back in 1936 a firm of cost account- 
ants, in cost analyzing 300 trust insti- 
tutions, reported that “11 out of 12” 
were unprofitable.! The 300 trust insti- 
tutions were not a cross section of the 
whole. The great majority were prob- 
ably small trust institutions going 
through that period of adolescence and 
dependency which it is expected will 
later lead to their being self-supvorting. 
If cost studies were taken at different 
levels, entirely different results would 
be obtained. The 1951 annual survey 
made by the Federal Reserve Bank of 
Boston for trust institutions in the No. 
1 Federal Reserve District showed that 
100% of the trust institutions with an- 
nual gross income in excess of $200,000 
operated at a profit. Their net earnings 
averaged 20% of total costs of opera- 
tion. On the other hand, many of the 
departments with less than $50,000 of 
gross income operated at a loss.” 


Now I am not so naive as to believe 
that fee schedules of 20 years ago are 
adequate in 1953. My contention is that 
increasing fees is not necessarily the 
answer in turning an unprofitable de- 
partment into a profitable one. Indeed, 
in some states, the rates charged are 
already at, or close to, the ceiling point, 
at least as to some types of trust busi- 
ness. Important as it is to charge ade- 
quate fees, I submit it should be the 
last rather than the first resort as a 
means of producing a reasonable profit. 

Speakers often over-simplify the solu- 
tion to: 


1. Determine operating costs. 


2. Increase fees to cover costs plus 
a margin of profit. 


Important as these two steps are, 
every experienced trust executive knows 


1Fundamentals of Trust Department Cost An- 
alysis, John J. Driscoll, Jr., Trust Bulletin, March 
1936, p. 17. 

2Trust Departments Less Profitable in 1951— 
Monthly Review, Federal Reserve Bank of Boston, 
September 1952, p. 10. 


that the profitable operation of a trust 
department calls for something more. 
If that were all there were to it, we 
would soon price ourselves out of busi- 
ness for it would place a premium on 
wasteful methods and inefficiency, the 
cost of which would be saddled onto 
the public. In the final analysis, the 
overall policies determine trust profits. 
However, proper cost accounting will 
help shape these policies and show 
whether existing policies are, from a 
profit point of view, unsound. 


Let us consider some of the factors 
that play an important part in profitable 
trust operations. 


Determine Operating Costs 


The Trust Division has placed at the 
disposal of every trust institution the 
Handbook, “Recommended Cost Ac- 
counting Procedure for Trust Depart- 
ments” (1949 Revision). Over a thou- 
sand copies have been sold to trust in- 
stitutions in every state and five foreign 
countries. The adoption of the Trust 
Division System of cost accounting will 
enable the trust institution to determine: 


(a) The degree of profitableness of 
the Department as a whole. 


(b) The extent to which each type of 
business is profitable (so that steps can 
be taken to adjust fees aceordingly). 


(c) Whether each individual trust 
account is being operated at a profit or 
a loss (enabling proper fee adjustments 
to be made in individual cases). 


The routine cost analysis of individ- 
ual trust accounts will bring to light 
many ways in which economies may be 
effected. A few examples* are: 


1. Rectifying ove r-diversification. 
Small trust accoungs cannot be properly 
diversified except by use of the Com- 
mon Trust Fund. Fee analyses invari- 


8Cost Accounting in Small and Medium Sized 
Trust Departments, William G. Cleaver, Trust Bul- 
letin, April 1951, p. 8. See also T&E, Feb. ’51, p. 
97. 
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ably show that those accounts which 
have an excessive number of invest- 
ment units show a loss. The solution is 
to reduce the number of investment 
units or increase the fees. 


2. Care in acceptance of small ac- 
counts. If a cost study shows that the 
account will be a losing one if kept 
separately invested, arrangements 
should be made if possible to put it 
into the Common Trust Fund, otherwise 
a special fee should be quoted. 


3. Statements and Remittances. Bene- 
ficiaries will sometimes request weekly 
or monthly remittances and statements 
when quarterly remittances and _ state- 
ments would suffice if a proper explana- 
tion were made. Officers opening new 
accounts should be instructed to review 
this carefully with new customers. 


4. Compensation for special services. 
A considerable amount in fees can be 
lost if officers neglect to record and 
charge for special services rendered. 
After unit costs have been determined, 
let each trust officer know what it costs 
the bank per hour for the use of his 
time so that when customers demand 
long and frequent interviews, he can 
adjust the compensation accordingly. 


5. Keeping a “Watch-dog” over the 
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Expense Account. Legal fees, transfer 
charges, insurance and registered mail 
properly chargeable to individual trust 
accounts, often find their way into the 
bank’s expense account unless such 
items are submitted for approval to 
one officer appointed especially for the 
purpose. 


6. Investment Reviews. Some insti- 
tutions take pride in the frequency of 
their reviews. We take pride in the 
thoroughness of our reviews. Many ac- 
counts, such as those where the entire 
fund is invested in the Common Trust 
Fund, do not require reviews with the 
same frequency as accounts containing 
a list of investments of questionable 
grade. 


The Trust Division System is fast be- 
coming the accepted method of deter- 
mining trust costs. For this reason it 
has the added advantage of enabling a 
trust institution to compare its cost 
figures with other institutions so as to 
determine its relative efficiency of opera- 
tion. 


Check Operating Systems 


One qualified person, or possibly a 
small committee, should be assigned 
the responsibility of checking operating 
systems. Valuable aids are available for 
this purpose: 


1. Reports of studies made by the 
Committee on Operations of the Trust 
Division, published from time to time 
in the Trust Bulletin. 


2. “Trust Operating Manual’ pre- 
pared by the Committee on Trust De- 
partment Operations of the Pennsyl- 
vania Bankers’ Association. 


3. “List of 434 Suggested Trust De- 
partment Economies” compiled by Les- 
lie A. Hoffman of the Girard Trust Co., 
Philadelphia. This list appeared in 
Trusts AND Estates, April, 1946, p. 
399, 


Maximum Mechanization 


Recent studies show that approximate- 
ly 75¢c of every dollar of operating costs 
is for salaries and other personnel ex- 
penses.* Not only is labor expensive, 
but it is also difficult to obtain. There- 
fore, every possible labor-saving device 
should be installed. These will include 
not only typewriters and adding ma- 
chines, but bookkeeping machines, cal- 
culating machines, dictating machines, 
addressograph, filing systems, vault con- 
trol systems, safety devices, etc. 


Sound Personnel Policies 


The only commodity that the trust 
institution has to sell is service. That 
service will be as good or as bad as the 
personnel. If the personnel is experi- 
enced, properly trained, well paid, and 
provided with good equipment and 
working conditions, service of the high- 
est grade is a corollary. li the converse 
is the case, inefficiency and discontent 
is inevitable. Dissatisfied customers will 
be the result with probable loss of 
business. Nothing can be more wasteful 
and expensive to the department than 
bad personnel relationships with the re- 
sulting high rate of personnel turnover 
and loss of business. It almost invari- 
ably proves far more economical to 
employ high-salaried specialized clerks 
in certain positions rather than low- 
salaried inexperienced clerks with re- 
sulting rapid turnover. 


In those trust institutions where the 
volume is too small to support the spe- 
cialized personnel necessary for efficient 
operation, patience must be exercised 
until the disbalance between costs and 
fees is rectified. Reducing salaries is 
not the answer, because qualified per- 
sonnel is a must. The remedies are first, 
to use every possible aid for efficient 


*Trust Departments Less Profitable in 1951— 
Monthly Review, Federal Reserve Bank of Boston, 
September 1952, p. 11. 
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and economical operation. Second, take 
aggressive steps to increase the volume. 
If both of these steps fail to bring about 
the desired results within a reasonable 
time, and a survey of the market for 
future expansion shows that it is be- 
yond the bounds of possibility to ac- 
quire a volume sufficient to support a 
trust department, consideration should 
then be given to other steps. 


Job evaluation, merit rating and 
other factors in salary expense control 
should be an integral part of the sys- 
tem for personnel management. 


Common Trust Fund 


Second only in importance to the 
benefits the Common Trust Fund brings 
to the customer, are the advantages to 
the trust institution. Many operating 
economies result. Among them may be 
listed: Savings in bookkeeping, in hand- 
ling cash items and securities, in vault 
space, in time devoted to auditing and 
bank examinations, in the preparation 
of investment reviews and committee 
time in making the reviews, and in con- 
sultation with customers. There is also 
considerable reduction of work in fur- 
nishing statements, making remittances 
and in correspondence. 


New Business Development 


Trust business if properly adminis- 
tered results in a continuous turnover. 
Estates must be settled within the pe- 
riod prescribed by law. Trusts termin- 
ate when their purposes have been ful- 
filled. The “Rule Against Perpetuities” 
is here to stay. All of which means that 
there must be a constant inflow of new 
trust business. So important is this that 
it should not be left to fortuitous cir- 
cumstances. Definite and _ persistent 
efforts must be made to maintain and 
steadily increase the volume of trust 
business.® 

5“How to Develop More Trust Business,” Wil- 


liam O. Heath, Trust Bulletin, Dec. 1952, p. 31. 
T&E, Dec. ’52, p. 947. 


Trust Associations, Etc. 


Very few trust institutions utilize to 
the fullest extent the services which are 
at their disposal through the Trust Di- 
vision of the A.B.A. which has 15 com- 
mittees constantly at work with the re- 
sults of their research made available 
through trust conferences and the Trust 
Bulletin. 


The American Bankers’ Association 
also conducts the American Institute of 
Banking and the Graduate School of 
Banking. The former offers specialized 
courses for trust personnel, and the lat- 
ter provides specialized training of an 
advanced nature. Graduate School stu- 
dents conduct research and write theses, 
which are available to trust men through 
the library of the Trust Division. They 
contain much valuable information re- 
lating to every phase of trust work in- 
cluding the most modern, efficient and 
economical methods of operation. 


State Bankers’ Associations and Cor- 
porate Fiduciaries Associations also 
hold conferences, sometimes conduct re- 
search, and a number of them conduct 
trust schools, 


I have made mention of the Trust 
Bulletin which is the official publication 
of the Trust Division. Among other 
reading matter which the trust officer 
should have if he is to keep abreast of 
the times is TRUSTS AND EsTATES, which 
furnishes a broad coverage for all mat- 
ters having to do with the operations of 
trust institutions. No business or in- 
dustry has greater reason to be proud 
of its trade associations or more in- 
debted to them than the banks and 
trust institutions of the country. 


The Supervisory Agencies 


Valuable aid to profitable operation 
is always available and cheerfully given 
by the Supervisory Authorities, namely, 
the Federal Reserve Bank for the Dis- 
trict, the Comptroller of The Currency, 
the State Bank Commissioner and the 


CHARTERED 18538 


United States Crust Company of New York 


45 WALL STREET, NEW YORK 


Fon OVER 99 years the efforts of this Company have been 
directed specifically towards the administration of estates and 


trusts and the management of property in all fiduciary capacities. 


New York Clearing House Association 


FEBRuARY 1953 


Federal Reserve System 





Federal Deposit Insurance Corporation 


Federal Deposit Insurance Corp. An 
outstanding illustration is the annual 
study of Trust Income and Expenses 
conducted by the Federal Reserve Bank 
of Boston for trust institutions in the 
First Federal Reserve District. Each 
year since 1947 that Bank has invited 
all trust institutions in the First District 
having trust income of $20,000 or more 
to report income and expenses. From 
these reports, the Federal Reserve Bank 
prepares average figures and sends to 
each institution participating in the 
study a comparison of its own figures 
with the overall averages, as well as the 
averages for other institutions of like 
size.5# 

So valuable has this study become 
that 55 trust institutions representing 
the major part of all trust business in 
the No. 1 Federal Reserve District, par- 
ticipate in the study. Their collective 
trust income last year exceeded $17,- 
000,000 and their aggregate trust as- 
sets are valued at $5,650,000,000. The 
California Bankers’ Association, in co- 
operation with the Federal Reserve 
Bank of San Francisco, recently insti- 
tuted a similar study for trust institu- 
tions in the 12th Federal Reserve Dis- 
trict. 


5aSee T&E, Sept. ’52, p. 619. 
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These studies not only enable indi- 
vidual participating institutions to 
check their own performance, but they 
are valuable also in bringing to light 
useful data on major trends in trust 
business as a whole. For instance, the 
Federal Reserve Bank of Boston’s 1951 
information showed that direct opera- 
ting expenses exceeded those of the pre- 
ceding year by 10.6%, whereas net 
earnings decreased almost 4%. The de- 
cline in net was particularly marked in 
the smaller trust departments. The aver- 
age “net earnings to income ratio” of 
the reporting trust departments was 


5.9%. 


The largest item of expense was sal- 
aries (68.8%) which, together with 
other personnel expenses (pensions, so- 
cial security, etc.), amounted to 76% 
of total direct costs. 


The average reporting trust depart- 
ment obtained approximately 50% of 
its income from personal trusts and 
guardianships, 23% from _ personal 
agencies, 22% from estates and 6% 
from corporate trusts and agencies.® 


The Trust Division’s Committee on 
Relations with the Supervisory Author- 
®*Trust Departments Less Profitable in 1951— 


Monthly Review, Federal Reserve Bank of Boston, 
September 1952, p. 11. 
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SMALLER TRUST DEPARTMENTS PANEL AT TRUST CONFERENCE 


Left to right: Charles F. Borgel, H. Leroy Austin, Joseph M. Naughton, leader; Charles 
W. Eliason, Jr. and Robert J. Saner. 


ities meets from time to time with top 
level representatives of the Supervisory 
Agencies with great benefit to the trust 
business generally—and it is to be 
hoped, with equal benefit to the Super- 
visory Authorities. The trust officer will 
find it profitable to invite suggestions, 
appropriate to his particular needs, 
from the Trust Examiner, when the pe- 
riodic bank examination takes place. 


Fee Schedule 


While it is of vital importance for 
trust institutions to receive adequate 
compensation, the emphasis should be 
first upon service of the highest quality, 
and the employment of the most eco- 
nomical and efficient methods of opera- 
tion. If these requirements have been 
met, operating costs will not be out of 
line and it will be possible to arrive 
scientifically at rates of compensation 
which are equitable both to the cus- 
tomer and to the trust institution. More- 
over, if the trust institution is ques- 
tioned as to its charges by the customer 
or by a court of law, it will be able to 
produce cost figures, and fully justify 
the compensation charged. 


There are two schools of thought with 
reference to fee schedules: one advocates 
the standardization of trust fees and the 
use of fixed schedules; the other main- 
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This bank offers complete 
facilities for handling your 
Fiduciary and Banking busi- 


ness promptly and efficiently. 
We invite your inquiry when 
we can be of service. 


tains that fees should be charged some- 
what on a professional basis. The form- 
er point of view seems to be held by the 
majority of trust men especially in the 
larger institutions. As to the latter, the 
late Mayo Shattuck in his address en- 
titled, “Whither American  Trustee- 
ship?”,’ at the Mid-Winter Trust Con- 
ference in 1950, said in part: 


“The Massachusetts law relating to 
compensation for fiduciaries is very 
elastic, yet foolishly, as I see it, the 
Massachusetts fiduciaries as well as 
their brethren all over the country 
have seen fit to shackle themselves by 
fixed schedules of fees. They can meet 
their destiny, in my opinion, only if 
they prepare to do it on a professional 
basis. It is my judgment, after many 
years of practice in this field, that the 
business man will welcome this ap- 
proach rather than object to it... 
Bear in mind that you are essentially 
professional persons and not trades- 
men. Your aim cannot be to sell a 
profitable package at standard prices 
and in mass production: Your aim 
must be to study, design, and fit and 
refit as a doctor and a lawyer must 
do. The troubles now apparent in rela- 
tion to your compensation schedules 
seem to me to be in part the fruits 
of a misguided viewpoint of the fund- 
amental nature of your function, and 


™Whither American Trusteeship”—Mayo A. 
Shattuck, Trust Bulletin, March 19560, p. 3. T&E, 
Feb. 1950, p. 92. 


DEPOSIT 
GUARANTY 
Bank ESruat Go. 


JACKSON, MISS. 


Member Federal Reserve System and Federal Deposit Insurance Corporation 





Trusts AND ESTATES 










































































4 
¥ 
: 





UMMA Ad WV 


> 


EI 








es 


ee Lane 





a continuance of your tendency to 
standardize the fees will, in my judg- 
ment, push you inexorably toward 
the dull and profitless viewpoint that 
you are essentially conservators.” 


The institution with which I am as- 
sociated follows a middle of the road 
course. We have a schedule of minimum 
fees, to quote to prospective customers, 
but flexibility is an important qualifica- 
tion in the use of it. We do not hesitate 
to apply increases in proper circum- 
stances. Experience shows that, where 
increases are made, they vary from 10% 
to as much as 50% or even more. It is 
rare indeed that a customer will com- 
plain provided the amount of the fee 
reflects the quality and nature of the 
service rendered. The important thing 
is to do an efficient job.® 

To the extent permitted by law, ap- 
portionment of fees between income and 
principal is desirable. It is more equit- 
able as between life tenant and remain- 
derman, and sometimes makes it pos- 
sible for the trustee to avoid a loss. 


The Statement of Principles incorpo- 
rated in Federal Reserve Regulation F 
states that: “The trust institution is en- 
tiled to reasonable compensation for 
its services. Compensation should be 
determined on the basis of the cost of 
the service rendered and the responsi- 
bilities assumed. . . .”? 


As to what is “reasonable compen- 
sation,” there is no unanimity of opin- 
ion. Gilbert T. Stephenson found that 
a “reasonable” profit, in the opinion of 
D1 trust men!® who replied to his ques- 
tion, ranged from 3% to 66.6% of 
operating costs. However, only one ex- 


ceeded 50%. 


In 1943 the Superintendent of Banks 
of New York considered 25% to 3314% 


See Note 3. 
*Regulation F, Section 1, Article 5 of Board of 
Governors of Federal Reserve System, p. 33. 


lo“Profitableness of Trust Business,” Gilbert T. 
Stephenson, Trust Bulletin, Sept. 1949, p. 39. 


of operating costs sufficient.11 The Costs 
and Charges Committee in 1949 gave 
as its opinion that: “It is not consid- 
ered unreasonable for a trust institution 
to include a margin of 50% of the cost 
of handling an individual trust account 
to cover profit and responsibility.”!” 


As a matter of fact, very few trust in- 
stitutions show a net profit at any time 
of as much as 50% but, if trust fees 
were based on a profit margin of 50% 
in excess of costs, it should certainly 
be considered as complying with the 
“reasonable compensation” requirement 
of Regulation F. 


This does not mean that a trust de- 
partment following the 50% formula 
will come out with an overall net profit 
of 50%, for there will be many trust 
accounts, particularly small ones, where 
it will be impossible to obtain proper 
compensation. It should also be re- 
membered that the rate of compensation 
referred to is before payment of income 
taxes. 


In any discussion of fee schedules, 
cognizance must be taken of the fact 
that trust compensation varies greatly 
in different parts of the country. In 
some states the rates charged are al- 
ready at, or close to, the ceiling point 
at least as to some types of trust busi- 
ness, while in others the rates are gross- 
ly inadequate under any basis of reck- 
oning. For example, the fee in one state 
for settling a $100,000 estate would be 
$1,090 while in another it would be 
$5,000. Similarly, for acting as Trustee 
of a $100,000 trust, the fee ranges from 
a low of $200 in one state, to a high 
of $789 in another.1* The problem of 





USpecial Report, Supt. of Banks, New York— 
“Trust Department Earnings & Expenses,” March 
1943, Trust Bulletin, June 19438, p. 22. See also 
T&E, 1943 Apr. p. 347, May p. 451, June p. 529. 


122Recommended Cost Accounting Procedure for 
Trust Departments, Revision of 1949, page 51. 


138See note 10. 
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fee adjustment is complicated by the 
fact that in some states the rates are 
statutory. In others they are discre- 
tionary with the courts and in some 
they are practically fixed by precedent. 
It therefore seems impractical to con- 
sider the question of fee schedules on a 
national level except as to the broader 
aspects of the subject. State or regional 
discussions of trust compensation would 
seem to be more constructive. 


From the foregoing it will be seen 
that the goal of profitable operation is 
not attainable by any simple formula. 
Efficient and economical operating pro- 
cedures, sound overall policies, accurate 
data as to costs of operation, and a 
schedule of fees based upon operating 
costs are essentials in the profitable 
operation of a trust institution. 


a & ws 
PR Manual 


A new manual put out by the Penn- 
sylvania Bankers Association presents 
“A Minimum Public Relations Pro- 
gram,” intended primarily for the bank 
which does not yet have a complete and 
fully coordinated program in this field. 
It covers five phases: Plans and pre- 
liminaries; Operation of program; Cost 
of program; Advertising media; Evalu- 
ating the program. 
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Things are really humming these days at Philadelphia's 
Frankford Arsenal — one of the nation’s largest. Nearby are 
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that serve them. In fact, there isn’t a business in Philadelphia 
that isn’t a hop, skip and jump from one of our 23 branches. 
This wide coverage of the city and suburbs is a valuable 
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TRUST PERSONNEL CHANGES 


Mobile 
First NATIONAL 
BANK 


Phoenix 
VALLEY 
NATIONAL BANK 


ALABAMA 


Frank W. Drey promoted from asst. 
cashier to asst. trust officer. 


ARIZONA 


Carl A. Bimson elected president suc- 
ceeding Walter R. Bimson, who be- 
comes chairman of the board and 
chief executive officer. H. L. Dunham 


CONNECTICUT 


Alexander Hawley elect asst. trust 
officer; Russell J. Holden, trust of- 
ficer. 


Bridgeport 
First NATIONAL 
BANK & Trust Co. 


made executive vice president; W. R. Wayland, honorary 
chairman of the board. 

Carl Bimson joined Valley Bank in 1933 and has served 
in various capacities in the bank since then, except for a 
period as manager of financial relations for the Federal 
Housing Administration for the State of Arizona. He is 
president of the Arizona Bankers Association. 


Hartford Donald R. Griswold became president 
TRAVELERS BANK succeeding Marsden Hubbard, retired; 
& Trust Co. John B. Bolles, added to the board, 
was promoted to trust officer and vice 
president. 
DELAWARE 
Wilmington Leonard S. Hole appointed trust offi- 


FARMERS BANK 
OF THE STATE 
OF DELAWARE 


cer, specializing in estate planning and 
taxes. A graduate of Western Reserve 
U., he practiced law prior to joining 
the trust department of National City 


Los Angeles 
CITIZENS NATL. 


CALIFORNIA 


Herbert D. Ivey elected chairman of 
the board and was succeeded in the 


Bank of Cleveland. Later he was appointed trust officer of 
Harter Bank & Trust Co., Canton, Ohio. Since 1934 he has 
been with the investment counsel firm of Russell, Berg & 
Co. of Boston. 


Trust & SAVINGS 
BANK 


presidency by Roy A. Britt. L. O. 
Ivey, executive vice president, elected 
vice chairman of the board. Samuel 
K. Rindge, who held the latter position, named chairman of 
the executive committee. Kenneth B. Wilson advanced to 
executive vice president; W. V. Empie and O. E. Horstmann 
to asst. trust officers; Mildred Berg advanced to asst. secre- 
tary and manager of the stock transfer department. 


Oscar T. (Pat) Lawler elected to the 
newly created position of executive 
vice president; Fred Jenkins to ad- 
vertising manager. Lawler, a graduate 
of Yale U., class of 1936, has been 
associated with the Bank since his university days. Jenkins 
has been with the Bank 22 years. 


Los Angeles 
FARMERS & MER- 
CHANTS NATIONAL 
BANK 


San Francisco 
AMERICAN 
TRUST Co. 


secretaries. 


San Francisco 
CROCKER FIRST 
NATIONAL BANK 


Denver 
DENVER 
NATIONAL BANK 


Denver 
UNITED STATES 
NATIONAL BANK 


At the head office, Basil C. Pearce 
advanced to asst. trust officer; Arthur 
D. Coffman, Elmer W. Jackson and 
Joost W. Van Amerongen to asst. 


W. Coleman Hull and Kenneth C. 
Pfarrer apointed asst. trust officers. 


COLORADO 


S. L. Anrud, asst. trust officer, retired 
January 1 after 26 years of service 
with the bank. 


Donald G. McDade, formerly asst. 
secretary of Manufacturers & Traders 
Trust Co., Buffalo, N. Y., made trust 


Washington 
LIBERTY 
NATIONAL BANK 


Washington 
LINCOLN 
NATIONAL BANK 


ecutive vice president 


Washington 
Riccs NATIONAL 
BANK 


Jacksonville 
FLORIDA 
NATIONAL BANK 


Miami 
SECURITY 
TrRustT Co. 


DISTRICT OF COLUMBIA 


Warren Nussbaum made asst. trust 
officer. 


Richard A. Norris elevated to the 
presidency; Floyd E. Davis to chair- 
man of the board and of the executive 
committee; James P. Benfer, Jr., ex- 
and trust officer. 


Robert P. Hild and William H. 
Wiegering advanced to trust officers. 


FLORIDA 


C. W. Davis promoted to asst. vice 
president in the trust department. 


Robert A. McPheeters elected a vice 
president to direct trust administra- 
tion and new business. Mr. Mce- 
Pheeters has a 23 year background of 


trust administrative and new business experience, with 
Wachovia Bank & Trust Co., Winston-Salem, N. C., Central 
National Bank of Richmond, Va., and Security National Bank, 
Greensboro, N. C., resigning from the latter in 1952 to be- 
come associated with an insurance company. 


officer. 








OscarR T. LAWLER 
Los Angeles 


JoHN B. BOLLES 
Hartford 


CARL A, BIMSON 
Phoenix 
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Palm Beach 
First NATIONAL 
BANK 





LEONARD S. HoLe 
Wilmington 








RoBT. sy McPHEETERS 


Wyckoff Myers, with the bank’s trust 
department the past four years, elect- 
ed asst. trust officer. 








Miami 











Davis G. KIRBY 
Chicago 





NORMAN MCCLAVE, JR. 


hicago Chicago 


GEORGIA 
Atlanta B. M. Doster advanced to trust officer, 
Trust Co. in charge of the tax division. He has 
OF GEORGIA been with the Trust Company since 


1926, and attended Woodrow Wilson 
College of Law. 


Raymond A. Boyer and William E. Reynolds advanced 
to asst. trust officers. Boyer is in charge of trust department 
operations and personnel; Reynolds, formerly manager of 
the tax division, will now be engaged in the administration 
of trust accounts. 


ILLINOIS 


Donald H. Wallingford made asst. 
secretary in the corporate trust de- 
partment; William S. Dillon and 
Walter C. Rundin, asst. trust officers 
in the personal trust division. 


Chicago 
AMERICAN NATL. 
BANK & TrRuST Co. 


R. Emmett Hanley, vice president, 
placed in charge of the trust depart- 
ment filling the vacancy occasioned 
when Arthur T. Leonard was made 
president. J. S. Crossley and Layman L. Hay promoted to 
trust officers; P. R. Abrams (formerly asst. trust officer) 
made asst. vice president in the investment division. 


Chicago 
City NATIONAL 
BANK & Trust Co. 


Chicago A. §S. Thorwaldson promoted from 
First NATIONAL trust officer to asst. vice president; 
BANK Horace V. Condit, Lucian B. Wilkin- 


son and Charles: E. Troughear, to 
trust officers; Robert A. Dillon and John R. Magill, Jr., to 
asst. secretaries in the trust department. 


John C. Wright, president, also elected 
chairman of the board succeeding the 
late Laurence H. Armour; Laurance 
H. Armour, Jr., elected to the newly 
created position of vice chairman of the board; and Roger 
B. Brinkman and Harry A. Thomson (former trust officers) 
made asst. vice presidents. 


Chicago 
LASALLE 
NATIONAL BANK 


Chicago Among the appointments, vice presi- 
NORTHERN dents elected were: Norman McClave, 
Trust Co. Jr., trust dept.; Davis G. Kirby, mar- 


ket research and development; second 
vice president, Chapin Litten; and asst. secretaries in the 





R. EMMETT HANLEY A. S. THORWALDSON 






JOHN D. CLARK, Jr. 
Evansville, Ind. 


MELBURN G. BERGES 
Evansville, Ind. 





Chicago 





trust dept., Benjamin C. Korschot, Spencer Murphy, Leo 
J. Mueller and Douglas F. Graves. 


INDIANA 

Edwardsville Robert M. Simon became asst. trust 
EDWARDSVILLE officer, having left the St. Calire Na- 
NATIONAL BANK tional Bank of Belleville. 
& Trust Co. 

Evansville William A. Carson named chairman, 
OLD NATIONAL Walter A. Schlechter succeeding him 
BANK as president; Melburn G. Berges (for- 


merly trust aofficer) and John D. 
Clark, Jr., (trust investment officer) elected vice presidents; 
and Miss Bunner Maier named asst. trust officer. Berges 
was first employed by the bank in 1922, and has been in the 
trust department since 1935. Miss Maier is supervisor of the 
trust department’s office in charge of purchase and sale of 
securities, escrow agreements, and the preparation of trust 
reports. 


Indianapolis F. D. Michael promoted from asst. 
INDIANA secretary to trust officer; and L. S. 
TRUST Co. Eggert and J. J. Tuohy made asst. 

secretaries. 

La Porte E. C. Mueller, treasurer and trust 
LA PoRTE LOAN officer, also made a vice president. 
& TRustT Co. 

La Porte Oswald F. Schumm named asst. cash- 


First NATIONAL ier and asst. trust officer. 


BANK & TrRustT Co. 
KENTUCKY 


Elected asst. trust officers: Thornton 
J. Caton, Wallace G. Mathis and 
Charles Poindexter; asst. trust invest- 
ment officers: Mary Louise Baringer 
and James R. Kimmel; and asst. secretary: John L. Pound. 


Louisville 
CITIZENS FIDELITY 
BANK & Trust Co. 


MARYLAND 
Baltimore Earl H. Lents promoted to asst. trust 
EQUITABLE officer. 
TRusT Co. 
Baltimore Alexander Gordon, III, named vice 
MARYLAND president and trust officer. He also is 
Trust Co. president of the Corporate Fiduciaries 


Association of Baltimore City. 


WINTHROP E. RICH 
Boston 


Roy H. Boots, Sr. 
Boston 
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Baltimore 
SAFE DEPOSIT 
& Trust Co. 


Boston 
OLD COLONY 
TrusT Co. 


Elevated to trust officers from asst. 
trust officers: Wm. G. Frederick, 
James Moffat, L. B. Passano, Nelson 
S. Winter and W. L. Eskridge. 


MASSACHUSETTS 


Augustin H. Parker, Jr., appointed 
president to take the place of Robert 
Cutler, who was appointed administra- 
tive assistant to President Eisen- 


hower. Mr. Parker first joined Old Colony as associate coun- 


sel in February, 1946, 


became asst. vice president and coun- 


sel with respect to taxes, and vice president in 1949. A grad- 
uate of Harvard College, magna cum laude, and of Harvard 
Law School, cum laude, Parker has also had experience as 
a Lieutenant Commander in the U. S. Navy. 


Boston 
MERCHANTS 
NATIONAL BANK 


Boston 
NATIONAL 
SHAWMUT BANK 


Worcester 
WORCESTER COUNTY 
Trust Co. 


Detroit 
DETROIT 
Trust Co. 


Mark C. Wheeler joined the bank as 
vice president having previously been 
a director of the investment super- 
vision department of Estabrook & Co. 


Former asst. trust officers Roy H. 
Booth, Sr., Winthrop E. Rich and 
Gordon F. Urann elected trust offi- 
cers. 


Harry C. Midgley, Jr., elected asst. 
vice president, being promoted from 
asst. treasurer. 


MICHIGAN 


Named asst. vice presidents in the 
trust department: Paul R. Barton, 
Howard Crysler Hilliker, Ralph A. 
Mayer, Colin D. Morrison, Frederick 


J. O’Donnell, and Leonard G. Beckett. Also asst. vice presi- 
dents: Howard M. Brown (probate); P. C. Laurie (trust in- 
ventory); William G. Russell and William J. Stepek (mort- 
gage); and Harry L. Stanwick (real estate). 


Detroit 
MANUFACTURERS 
NATIONAL BANK 


Minneapolis 
MIDLAND 
NATIONAL BANK 


Greenville 
First NATIONAL 
BANK 


St. Louis 
MERCANTILE 
TRusT Co. 


Billings 
MONTANA 
NATIONAL BANK 


Lincoln 
FIRST 
Trust Co. 


Charles E. James and John A. Wilson 
appointed asst. trust officers. 


MINNESOTA 


John L. Prueter named asst. trust 
officer. He joined the bank in 1949 and 
is at present assistant to Robert E. 
Towey, vice president and trust officer. 


MISSISSIPPI 


Nathan P. Adams, formerly cashier 
and asst. trust officer, elected vice 
president. 

MISSOURI 


H. H. Frahm and John F. McCarthy 
appointed asst. trust officers. 


MONTANA 


H. E. Kinsley named vice president 
in addition to his present title of trust 
officer. 


NEBRASKA 


Elwood N. Thompson elected execu- 
tive vice president, and Evert M. 
Hunt a vice president. Thompson is 
a graduate of Columbia U. School of 


Journalism and New York U. School of Law. Hunt joined the 
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tate Street Crust Company 


BOSTON, MASS. 


welcomes opportunities to put its long years 
of experience in the New England banking 
and trust field at the service of those 


who need co-operation in this area. 


MAIN OFFICE: STATE & CONGRESS STS. 


Member Federal Reserve System 


Member Federal Deposit Insurance Corporation 
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staff in 1928, serving in various capacities in the investment 
department, and is a graduate of U. of Nebraska and of the 
Law School. 


Arthur W. Knapp, elected trust of- 
ficer. He is a graduate of Creighton 
U., with B.S. and LL.B. degrees. 


Omaha 
UNITED STATES 
NATIONAL BANK 


NEW JERSEY 


Hoboken George J. Allen (formerly trust of- 
HupDSsON ficer with Clinton Trust Co., New 
Trust Co. York) made trust officer, succeeding 

Frank H. Gaillard, retired. 

Morristown Alfred J. Mackin elected president 
First NATIONAL succeeding Brig. Gen. E. H. Hawk- 
IRON BANK wood who died recently. 

Morristown Mrs. Nancye B. Staub, since 1945 
MorRRISTOWN asst. trust officer, advanced to asst. 
Trust Co. vice president. Mrs. Staub, immediate 


past president of the nationwide Asso- 
ciation of Bank Women, is a recognized authority in estate 
planning and one of the country’s few women in this field. 


Ridgewood Helen D. Kelly, asst. secretary, also 
NoRTH JERSEY named asst. trust officer. 
Trust Co. 

Princeton George R. Cook, 3rd, became presi- 
PRINCETON BANK dent succeeding Harrison M. Thomas, 
& Trust Co. resigned. Oliver Spaulding promoted 


to vice president and secretary. 


Roger N. Lane named vice president 
and asst. trust officer. 


Toms River 
First NATIONAL 


BANK 

Trenton Mrs. Mary G. Roebling was made 
TRENTON president and will continue as chair- 
TRUST Co. man of the board, making her the only 


woman banker to hold the two top 
offices in a major bank. 


Vineland Albert C. Strang, vice president, cash- 
TRADESMENS BANK _ ier and trust officer, became president 
& Trust Co. to succeed A. B. D’Ippolito, named 


chairman of the board. George G. 
Robbins, trust officer, also given the title of asst. cashier. 


NEw MeExIco 


John Y. Gannaway elected asst. vice 
president and trust officer. 


Albuquerque 
ALBUQUERQUE 
NATIONAL BANK 


NEW YORK 
Brooklyn Richard C. Cumbers elected secretary; 
KINGs CoUNTY William McShane, in the trust depart- 
Trust Co. ment since 1934, to succeed him as 


asst. secretary. 





Evert M. Hunt 
Lincoln, Neb. 


E.woop N. THOMPSON 
Lincoln, Neb. 


NANCYE B. STAUB 
Morristown, N. J. 
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Bronx Frank C. Accurso named asst. trust 
Bronx COUNTY officer. 
TRusT Co. 

Buffalo F. Taylor Root named vice president 


in charge of trust investments in all 
trust deartments of the bank; William 
J. Guercio promoted to trust opera- 
tions officer; Francis B. Grow to asst. 
trust officer. Mr. Root joined Marine in 1950, following ser- 
vice as branch office manager of the Dominion Securities 
‘Corp. for 14 years. 


MARINE TRUST 
Co. OF WESTERN 
NEW YORK 


New York Asst. trust officers elected: Garet O. 
GRACE NATIONAL Penhale and Edward J. Jubon. 
BANK 

New York Walter Friedsam appointed asst. trust 
MANUFACTURERS officer, stock transfer department. 
TrustT Co. 

NoRTH CAROLINA 

Greensboro Claude L. Batkins elected vice presi- 
GUILFORD dent in addition to his present title of 
NATIONAL BANK trust officer. 

Salisbury & I. W. Ashburn advanced to trust offi- 


cer at Salisbury office; Laurence W. 
Dalton named secretary and trust of- 
ficer at Winston-Salem. 


Winston-Salem 
WACHOVIA BANK 
& Trust Co. 





GILBERT G. OSMER 


J. D. PATTON 


F. TAYLOR Roor 





Buffalo Pittsburgh Pittsburgh 
OHIO 
Cincinnati William A. Stark retired as vice presi- 


dent and trust officer and is succeeded 
by Edward W. Nippert, for many years 
his assistant. One of the leading fig- 
ures in the trust business over the past thirty years, Mr. 
Stark practiced law until he became affiliated with the bank 
in 1920 as Counsel. He became vice president and trust officer 
in 1932, and a director in 1942, a post he will retain. Mr. Stark 
served on the Executive Committee of the Trust Division of 
the American Bankers Association; was treasurer of the 
Ohio Bankers Association and for many years was Chairman 
of its Legislative Committee. He was one of the organizers 
and the Chairman for several years of the Ohio Fiduciaries 
Research Association. He was a member of the Cincinnati Life 
Underwriters Association and first President of the Cincinnati 
Council of Life Underwriters and Corporate Trustees. (See 
photo at page 83.) 


FIFTH THIRD 
UNION TrRusT Co. 


Cleveland 
CENTRAL 
NATIONAL BANK 


Arnold Heinzerling and Gilbert L. 
Smith, Jr., named trust officers. Hein- 
zerling has been with the bank since 
1935, principally with the trust de- 
partment as investment analyst and in administration, and 
since 1945 has been administrative assistant in the personal 
trust division. Smith is a graduate of Amherst College and 
of John Marshall Law School; has been administrative as- 
sistant in the personal trust division since 1945. 
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Pittsburgh Dallas Dallas 
Cleveland N. E. Pike elected asst. trust officer 
CLEVELAND in estate planning; C. S. Cudney and 
Trust Co. G. P. Sawyer, trust investment offcers. 
Youngstown Myron B. Groves promoted to trust 
DOLLAR SAVINGS counsel; R. L. Rosenberges, asst. trust 
& Trust Co. counsel. 
OREGON 
Portland William R. Bradshaw and Gordon M. 
UNITED STATES Tretheway appointed asst. trust offi- 
NATIONAL BANK cers. 
Philadelphia Elected asst. vice presidents were: 


PENNSYLVANIA Co. John W. Clegg, Jr. (former trust of- 
FOR BANKING & ficer); Fred E. Ashbridge, Jr. & 
TRUSTS David W. Measuroll (former trust 
investment officers); and John M. 
Cookenbach (former trust operations officer). William F. 
Delafield advanced from asst. secretary to trust officer; May 
A. Naylor and Henry Mck. Baggs, from asst. trust officers to 
trust investment officers; Philip M. Tucker named trust in- 
vestment officer. 


Pittsburgh 
UNION NATIONAL 


Trust officers Gilbert G. Osmer, Smith 
N. Whitworth and J. Donald Patton 


BANK received the additional titles of vice 
president. 
Scranton Frank E. Hemelright advanced from 


executive vice president to president, 
replacing the late T. Archer Morgan. 
Arthur D. Hemelright and John T. 
Evans promoted from trust officers to vice presidents. 


SCRANTON LACKA- 
WANNA TRUST Co. 


SoutH CAROLINA 


Bennettsville H. J. Munnerlyn elected president to 
MARLBORO succeed the late E. T. Crosland; T. 
TRusT Co. E. Hemby, president of American 


Trust Co. of Charlotte, N. C., chair- 
man of the board; H. L. Townsend, vice president and trust 
officer; P. L. Breeden, secretary-treasurer. 


TENNESSEE 
Chattanooga Stanley E. Smith joined the trust de- 
HAMILTON partment of Hamilton having resigned 


NATIONAL BANK as asst. trust officer of Genesee Valley 
Trust Co., Rochester, N. Y., where he 


was in charge of investments and security analysis. 


George C. Webb, trust officer, pro- 
moted to vice president in the cotton 


Memphis 
UNION PLANTERS 


NATIONAL BANK department. 
TEXAS 
Austin Dr. James C. Dolley became president, 
AUSTIN replacing T. H. Davis, who resigned. 


NATIONAL BANK A director of the bank for seven years, 
Dr. Dolley has given up his position 


as vice president of U. of Texas. 


Austin B. J. Clark named asst. trust offi- 
CAPITAL cer. 
NATIONAL BANK 
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Blagdon Manning elected president 
succeeding J. C. Tenison, named chair- 
man of the board. Christian C. Weich- 
sel elected honorary chairman; T. 
Frazier Johnson, asst. trust officer, 


Dallas Bennett G. Moore promoted to vice 
First NATIONAL president and trust officer; Clifton 
BANK Blackmon to vice president (adver- 

tising); and John Dinsmore and 

James Merritt elected asst. trust officers. 


Dallas Robert S. Davis elected trust officer 
REPUBLIC effective April 1. Formerly vice presi- 
NATIONAL BANK dent and trust officer of First NATION- 

AL BANK & Trust Co., Lexington, Ky., 

Davis has been in trust business since 1929, with the Irving 

Trust Co., N. Y., and Lincoln Rochester Trust Co., before 

joining the Lexington bank in 1945. He is past-president of 

the Trust Division, Kentucky Bankers Association. 


Dallas 
DALLAS 
NATIONAL BANK 


UTAH 


Ralph D. Cowan, trust officer, named 
also vice president. 


Salt Lake City 
First SECURITY 
TRUST 


Salt Lake City 
WALKER BANK 


Reed E. Holt elected executive vice 
president, a newly created title. A 


& Trust Co. graduate of Brigham Young U., Mr. 
Holt joined the bank in 1923. 
VIRGINIA 
Norfolk Constant W. Peterson became senior 
SOUTHERN vice president and trust officer, drop- 
BANK ping his duties as cashier; Emerson 


D. Wood named asst. trust officer in 
addition to asst. cashier. 


Richmond G. Aubrey Ward, Jr., elected trust 
STATE-PLANTERS officer; Henry W. Brockenbrough, B. 
BANK & Trust Co. Walter Turnbull and Donald S. Will- 

cox, asst. trust officers and asst. secre- 
taries. Ward has been with State-Planters since 1924 and in 
the trust department since 1928, as manager of the account- 
ing section since 1947, and as asst. trust officer and asst. 

secretary since 1951. 


William N. Pierce, attorney, became 
an asst. trust officer. 


Roanoke 
CoLONIAL-A MER- 
ICAN NATL. BANK 


WASHINGTON 
Seattle Carl G. Dakan advanced from trust 
PACIFIC officer to asst. vice president; Stuart 
NATIONAL BANK H. Prestrud made asst. trust officer. 
Seattle Morton C. Baker advanced to vice 


president and trust investment officer ; 
Walter J. Brewer to vice president, 
trust officer and trust counsel; Har- 
vard Palmer to vice president and trust officer; George A. 
Springer to trust officer; and Louis V. Carlson to asst. trust 
officer. 


SEATTLE-FIRST 
NATIONAL BANK 


WEST VIRGINIA 


Charleston I. Noyes Smith, formerly vice presi- 
KANAWHA BANK’G dent, secretary and trust officer, elect- 
& Trust Co. ed president succeeding H. B. Lewis, 

resigned, who has been in the banking 
business 63 years. W. T. Judy, former asst. secretary, be- 
came trust officer. 


Seattle 
NATIONAL BANK 
OF COMMERCE 


At the head office, R. W. Sprague, 
vice president and senior trust, be- 
came chairman of the trust commit- 
tee; John T. Glase moved up to vice 
president and manager of the trust department; Charles H. 
Olswang and Royal A. Sawyer, promoted to vice presidents. 
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TRUST 
EMPLOYMENT EXCHANGE 


Banks seeking trust executives, and 
personnel desiring new opportunities 
are invited to make free use of this 
column, addressing correspondence 
to Trusts and Estates, 50 East 42nd 
St., New York 17, N. Y., attention 
Employment Exchange and code 
number. 


Florida bank wants a retired trust 
officer for full or part time work. See 
ad at right below. 


Large New York bank needs well 
rounded trustman with experience in 
estate and trust administration, tax law 
and writing; new business possibility. 
See ad at right below. 


New business man wanted for Texas 
bank. See ad at right below. 


Young man with 14 years experience 
in general trust administration seeks 
connection with progressive trust insti- 
tution; now earning over $5,000. 32-3. 


Attorney with 12 years extensive ex- 
perience in trusts, estates, taxes and 
estate planning, partly with counsel for 
large New York trust company, desires 


Alabama's 
Oldest Corporate 
Fiduciary 


invites your 
ancillary 
business in 
this State. 


BIRMINGHAM TRUST 
NATIONAL BANK 


BIRMINGHAM, ALABAMA 
Founded 1887 
Member Federal Deposit Insurance Corporation 
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responsible position with good future in 
New York area. 31-1 


Columbia Law School graduate, age 
34, with 9 years experience in tax work 
in Wall Street firm, seeks opportunity 
with progressive business or banking 
organization. 31-2. 


Bank with established trust depart- 
ment, over $10 million, in fine home com- 
munity in upstate New York, seeks 
younger man with investment experience 
to manage trust portfolio. Salary in up- 
per four figures for man of officer mate- 
rial. 32-4. 


NOTE: The Lawyers Placement Bu- 
reau, a unit of the Association of the 
Bar of the City of New York and New 
York County Lawyers Association, places 
its facilities at the disposal of employers 
and employees. The only charge is a $5 
registration fee. For descriptive brochure, 
write Mrs. Ruth B. Trayner, Director of 
the Bureau, 36 W. 44th St., New York 36. 


A A A 


MERGERS, CHANGE OF NAME 
& NEW TRUST DEPARTMENTS 


Wilmington, Del.—A new bank, PEo- 
PLES BANK & TRUST Co. opened for bus- 
iness on December 19th, after receiving 
its certificate of acceptance from the 
Federal Deposit Insurance Corp. Clifton 
E. Morris, executive vice president, heads 
the trust department, while Sven I. Lin- 
dell is president. Mr. Morris resigned as 
asst. vice president of Girard Trust Corn 
Exchange Bank. 


Montclair, N. J. — First NATIONAL 
BANK & Trust Co. has changed to its 
original name of First NATIONAL BANK 
of Montclair, effective upon approval 
January 19th. Albert W. Ballentine, pres- 
ident, commented: “The fact that most 
commercial banks now have trust depart- 
ments is well known to the public. The 
advisability of including mention of this 
service in a bank’s corporate name no 
longer exists, any more than it is neces- 
sary to include such terms as savings, 
safe deposit or loans.” 


Albany, N. Y.—STATE BANK OF AL- 
BANY acquired the FARMERS NATIONAL 
BANK of Amsterdam, N. Y. 


Garden City, N. Y. — Lone ISLAND 
Trust Co. is to be the new name of the 
GARDEN CiTy BANK & Trust Co. At the 
same time it is planned to merge the 
Bank of Great Neck into the Garden 
City Bank. 


New York, N. Y.—BANKERS TRUST 
Co. acquired the BAYSIDE NATIONAL 
BANK, Bayside, with its four offices. 


Oswego & Syracuse, N. Y.—Merger of 
SYRACUSE TRUST Co. with the OSWEGO 
CouNTY NATIONAL BANK, under the new 
name of MARINE MIDLAND TrRusT Co. OF 
CENTRAL NEW YORK, was approved by 








stockholders of both institutions. The fol- 
lowing officers of Oswego County will 
be brought into the new organization: 
Carroll R. Sanders and W. Harlow Strat- 
ton, vice presidents and trust officers. 


Massena & Watertown, N. Y.—Direc- 
tors of First NATIONAL BANK of Mas- 
sena approved merger of their bank with 
NORTHERN NEW YorK Trust Co. of Wa- 
tertown, subject to approval of stock- 
holders. The First National would be 
known as the Massena. office of Northern 
New York Trust Co. 


Oil City, Pa—First NATIONAL BANK 
stockholders voted to sell assets to the 
Om City Trust Co. The merger will 
give the trust company combined assets 
of over $25 million with an additional 
$18.5 million in trust funds. 

Hanover, Pa.—Trust powers have been 
granted to the First NATIONAL BANK 
& Trust Co. as of January 2. 


A A A 


Philadelphia, Pa.—1953 Officers elected 
by TRUST OPERATIONS OFFICERS’ ASsso- 
CIATION: President: George H. Rennin- 
ger, asst. vice president and trust officer 
of Real Estate Trust Co.; Vice Pres.: 
Leslie A. Hoffman, asst. vice president of 
Girard Trust Corn Exchange Bank; and 
Secretary-Treasurer: Milton L. Biehm, 
trust officer, North Philadelphia Trust 
Co. 


TRUST NEW BUSINESS MAN 


Wanted, new businessman for Trust De- 
partment in progressive bank in large 
Texas city. Must have experience in estate 
planning, administration of estates, and 


knowledge of profit sharing and pension 
plans desirable. Give full information 
stating business and educational back- 


ground. 
Box H-32-2, Trusts and Estates 
50 East 42nd St., New York 17 





Wanted 
RETIRED TRUST OFFICER 


Full or part time for Central 
Bank & Trust Co. Reply to 


Chas. A. Morehead 
228 N.E. Second Ave. 
Miami, Florida 


ADMINISTRATIVE 
NEW BUSINESS MAN WANTED 


Large bank in New York City is looking 
for man in late 30’s or early 40’s with 
responsible experience in estate and trust 
administration, knowledge of tax law and 
practice and ability to think, talk and 
write clearly. While he may not have had 
specific experience as a salesman of trust 
services he may have latent qualities of 
personal salesmanship. If he thinks that 
he has, there may be opportunity for him 
to assist in the development of personal 
trust and agency business. 

Box H-32-1, Trusts and Estates 

50 East 42nd St., New York 17 
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CAPITAL GAINS and LOSSES of ESTATES and TRUSTS 


ARTHUR A. ARMSTRONG 


Member of the California State Bar; Los Angeles 


HE ALLOCATION OF CAPITAL GAINS 
[ina losses as between the estate or 
trust and the distributee or beneficiary 
depends upon the interpretation of Secs. 
162(b) and 162(c) of the Internal 
Revenue Code relating to deductions al- 
lowed in computing the net income of 
an estate or trust by reason of distribu- 
tions of income and providing that the 
allowed deductions shall be included in 
computing net income of the legatees, 
heirs or beneficiaries. Sec. 162(b) thus 
shifts to the distributee the tax burden 
of “income of the estate or trust for its 
taxable year which is to be distributed 
currently” and adds in a_ separate 
sentence, introduced by Sec. 111(b) of 
the Revenue Act of 1942, that “income 
which is to be distributed currently in- 
cludes income for the taxable year of 
the estate or trust which, within the tax- 
able year, becomes payable to the lega- 
tee, heir or beneficiary.” Sec. 162(c) 
provides that income received by de- 
cedents’ estates during administration 
and income which in the discretion of 
a fiduciary may be either distributed 
or accumulated shall be deemed taxable 
to the distributee to the extent “prop- 
erly paid or credited” during the tax- 
able year to the legatee, heir or bene- 
ficiary. 


Prior to this mentioned amendment 
it was generally held that income paid 
or distributable under both Secs. 162(b) 
and 162(c) was the income of the estate 
or trust determined by the will or trust 
instrument and local law. This meant 
that capital gain or loss of the estate 
or trust would in the ordinary case be 
taxed to or deducted by the estate or 
trust, since the usual rule, in the ab- 
sence of some special provision in the 
will or trust instrument, is to treat 
capital gain or loss as an accretion to 
or depletion of corpus.* 


Incidentally, and as a corollary, capi- 
tal losses of estates and trusts frequently 
go to waste taxwise. Unused capital 


iSee e.g. cases cited in Bryant v. Comm., C.C.A. 
4th 12-8-50, 1951 C.C.H. #9103; and cases cited in 
footnote 2, below. Cf. Durkheimer v. Comm., 41 
B.T.A. 585 (1940) Anthony v. Comm., 9 T.C. 956 
(1947); Vreeland v. Comm., 16 T.C. #129 (1951). 


*Chambers v. Comm., 33 B.T.A. 1125 (1936); 
Weigel v. Comm., 96 F. (2d) 387 (C.C.A. 7th, 
1938); Simon v. Hoey, 88 F. Supp. 754, affd. 180 
F. (2d) 354 (C. C. A. 2d (1950), cert. den. 339 
U.S. 966; Thornton v. Comm., 5 T.C. 1177 (1945); 
Harris v. Comm., 5 T.C. 493, (1945). See also 
cases cited in note 3 below. 


Fepruary 1953 


This is the concluding answer in 
the series begun in the January 1952 
issue, taken from the Panel on Fidu- 
ciary Taxes sponsored in June 1951 
by Title Insurance & Trust Co. of 
Los Angeles. The material has been 
reviewed for publication by the author 


who observes that the position of the 
Carlisle case has been strengthened 
by the second sentence in Sec. 117(b) 
of the Internal Revenue Code as 
amended by Sec. 322(a)(2) of the 
Revenue Act of 1951 effective with 
respect to taxable years beginning 
after October 19, 1951. 





losses of the fiduciary cannot be passed 
along to and used by the distributee 
whether they occur in the year of dis- 
tribution or are carried over from prior 
years.® Therefore, it is good planning 
for a fiduciary whose accounts show 
unused capital losses to consider the pos- 
sibility of gain sales prior to a final 
distribution. If the fiduciary or distribu- 
tee re-invests the proceeds, a stepped up 
basis may be achieved without tax. 


On Final Distribution 


The principal problem under Secs. 
162(b) and (c) for many years in- 
volved the final distribution of the es- 
tate or trust which included income in 
the tax sense but was normally consid- 
ered to be entirely a distribution of 
corpus under local law. The 1942 
amendment of 162(b) was designed to 
settle this much litigated question by 
assigning all of the income of the final 
year to the distributee.* Unfortunately, 
the language used was not sufficiently 
specific to settle the question and the 
confusion persists with special reference 
to the subject of capital gains and 
losses. It can be illustrated by two re- 
cent cases. 


In Carlisle v. Comm., 8 T.C. 563; 
aff'd. 165 F.(2d) 645, (C.C.A.-6th, 
1948) it was held that the 1942 amend- 


8The estate is a separate and distinct taxpayer. 
See Anderson v. Wilson, 289 U.S. 20 (19383); W. 
H. Hotchkiss v. Comm., 16 B.T.A. 1834 (1929); 
Baltzell v. Mitchell, 3 F. (2d) 428, C.C.A. Ist, 
1925; Rathbone v. Comm., 103 F. (2d) 301, C.C.A. 
5th (1939); 7. R. Beatty v. Comm., 28 B.T.A. 1286 
(1933); Abell v. Tait, 30 F. (2d) 54, C.C.A. 4th, 
1929, Cert. den. 279 U.S. 849; Newman v. Comm., 
15 B.T.A. 369 (1929); Meier v. Comm., 16 T.C. 
#53, (Feb. 1951); Cf. I.T. 3366, 1940-1 Cum Bull. 
53; however, see Arrott v. Heiner, 92 F. (2d) 773, 
(C.C.A. 3rd, 1937). 


4See discussion of legislative history in Carlisle 
v. Comm. cited in following portion of text. 


ment worked a change in the law; that 
the income which “becomes payable,” 
under the sentence added in 1942, is 
income in the tax sense, it having been 
the intention of Congress to eliminate 
the local law test. Specifically, such pay- 
able income includes capital gain real- 
ized by the estate in the year of final 
distribution even though under local 
law that capital gain is an addition to 
corpus. Consequently, the beneficiary, 
not the estate, is taxable upon that 
capital gain. Fortunately for benefici- 
aries the law seems fairly well settled 
by other decisions that it is taxable 
to the beneficiary as capital gain, not 
as ordinary income.® 


Bryant v. Comm., 14 T.C. 127 
(1950); aff’d., 1951 C.C.H. No. 9103 
(C.C.A.14th, 1950) held that under the 
same amended language of Sec. 162(b) 
the net income payable to the remain- 
derman at the close of a trust estate was 
to be determined under local law. It 
disallowed expenses which otherwise 
could have been deducted because, 
under local law, they were chargeable 
to the corpus. Neither Court’s opinion 
contains any reference to the Carlisle 
case or to the legislative purpose of 
eliminating the local law test by the 
1942 amendment. Both opinions cite 
decisions under Secs. 162(b) and (c) 
involving tax years before 1942 and 
stating the general rule that income 
paid or distributable was to be deter- 
mined under the local law. 


Statutory Solution 


It must be acknowledged that to aban- 
don the local law concept of a current 
income distribution would lead to con- 
fusion. It is difficult to presume that 
the 1942 amendment was designed to 
so change the meaning of the word 
“income” as used throughout Sections 
162(b) and (c). Yet it is hard to attach 
a different meaning to the word “in- 
come” as used only in the sentence of 
162(b) added in the 1942 Act. Conse- 
quently, even if the courts in the Bryant 
case had faced the problem of the sig- 
nificance of the 1942 amendment it is 


5Comm. v. Hopkinson, 126 F. (2d) 406 (C.C.A. 
2d, 1942); McNaghten v. United States, 17 Fed. 
Supp. 509 (Ct. Cls. 1937); Letts v. Comm., 30 
B.T.A. 800 affd. 84 Fed. (2d) 760 (C.C.A. 9th, 
1936). Cf. Montgomery, Federal Tazes, Estates, 
Trusts and Gifts, 1950-51, p. 244. 
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difficult to predict what the outcome 
would have been, since the Bryant case 
involved both a current distribution and 
a final one. There is no great hope of 
getting this question solved short of a 
statutory amendment. 


Meanwhile, the only decided case 
squarely in point requires a final year 
capital gain to be taxed to the distribu- 
tee rather than the estate or trust even 
though it is a principal transaction 
under local law. It would seem that no 
court following that decision could 
sanely refuse to allow deduction against 
that gain of capital loss of the estate 
or trust realized in or carried forward 


or ancillary ser- 
vice for out-of-state 
banks and trust companies, 
with efficient handling of 
trust and estate matters re- 
quiring special attention in 


Florida. 


When your customers visit 
this state, they will receive 


from us the same cour- 


teous, personal service that 
they are accustomed to re- 
ceive from you. 


Security 
Trust Company 


Shoreland Building 
Miami, Florida 


FIDUCIARY SERVICE ONLY 


to the final year. However, what about 
the right of the final distributee to re- 
duce the distributed ordinary income 
of the estate or trust by the thousand 
dollar deduction growing out of capital 
loss realized by the fiduciary? As of 
today it is uncertain whether the Carlisle 
case or the Bryant case would be fol- 
lowed in deciding that question. 


A A A 


Trust Service 
and Philanthropy 


America is giving away money at the 
fastest rate on record and new founda- 
tions are being established almost daily, 
Craig R. Smith, assistant vice president, 
The Hanover Bank, New York, told the 
final trust departmental session of the 
recent Financial Public Relations Asso- 
ciation convention in Coronado, Cal. 
Private non-profit institutions held as- 
sets of $37 billion in 1947, he said, and 
these assets are presumed to be increas- 
ing by $3 billion a year, currently reach- 
ing about $52 billion. 


Hanover Bank’s Institutional Depart- 
ment began back in 1898 with manage- 
ment of the funds of the Cathedral of 
St. John the Divine, and now serves 
many churches, hospitals, educational 
institutions and other non-profit organ- 
izations in a similar manner. In order 
to assist people of substantial means in 
reaching informed decisions concerning 
philanthropic bequests the bank estab- 


lished a Library of Philanthropic Infor- 
mation, now widely used by philan- 
thropists, attorneys, and the institutions 
themselves. 


The Library service, which is being 
used now more than ever, was supple- 
mented later, the speaker said, by a 
personal counselling service with a full 
time man, long experienced in this field. 
The counsel is given without obligation, 
but repayment comes through executor- 
ships and trusteeships. 


Banks can give real help to philan- 
thropic institutions, and also to corpora- 
tions, whose thinking in philanthropy 
now is about where their pension think- 
ing was 15 years ago, Mr. Smith told the 
delegates. Pressure on corporations for 
greater contributions to philanthropic 
causes is going to build up more and 
more, and trust officers, if prepared 
with the needed information, will be able 
to offer real assistance to the business 
executive who has formerly received 
only a few appeals but now is getting 
many of them. 


Bankers and trustment are ideally sit- 
uated to render service to corporations 
and individuals regarding philanthropy 
because they serve on boards of direc- 
tors in business, on governing boards of 
institutions, and are trained in the finan- 
cial aspects. The time spent in this field 
will be richly rewarding, the speaker 
said, both in material profits and in 
spiritual satisfactions, 
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“The Crossroads of the Southeast” 


ALL TRUST SERVICES 
ALL CORRESPONDENT SERVICES 
ALL BANKING SERVICES 


FIRST NATIONAL BANK 


ATLANTA 


THE SOUTHEAST’S OLDEST NATIONAL BANK 
CAPITAL, SURPLUS AND PROFITS OVER $16,000,000 
Member Federal Deposit Insurance Corporation 
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FINANCING PROFIT SHARING PLANS 


HREE BASIC VEHICLES of financing 

profit-sharing plans were described 
at the Fifth Annual Conference of the 
Council of Profit-Sharing Industries, 
held at Philadelphia in November. Pre- 
sented at a session for advanced profit 
sharers, presided over by Morton Smith, 
vice president of Girard Trust Corn Ex- 
change Bank of the host city, these dis- 
cussions dealt with bank trusteeship, 
mutual funds, and life insurance con- 
tracts. 

Two major reasons for employing a 
corporate trustee were outlined by Paul 
]. Wren, vice president of Old Colony 
Trust Co., Boston. These are greater 
flexibility and lower charges. Develop- 
ing these points, Mr. Wren went on to 
say that the trustee has the opportunity 
to shift from stocks to bonds or vice 
versa, or in his stock portfolio to place 
greater emphasis on one industry over 
another. If for some reason there are no 
profits, the trustee continues to man- 
age the same amount of investments and 
there is no call on the fund to pay any 
premiums or other charges with the ex- 


i ception of the shares of the people who 


are no longer participants. 


Because the purpose of a profit-shar- 
ing pension fund plan is identical with 
an individual’s retirement program, 
namely, the provision of a standard of 
living, a corporate investment plan for 
this purpose may be identical with that 
of any prudent individual. This was the 
opinion of Kenneth S. Gaston, chair- 








man, Distributors Group, Inc., of New 
York City. Inflation is not a one-way 
street; common stocks must be balanced 
with highest grade corporate bonds, 
governments or cash as a reserve buy- 
ing fund and likewise the percentages 
in stocks and the types of stocks will 
change with the levels of the general 
market. Because the participant with- 
draws his share and not a stipulated 
amount, a sound program to avoid the 
penalty of payout at a depressed level 
is the investment objective of the man- 
ager. Mr. Gaston advocated the use of 
balanced mutual fund shares in the 
absence of experienced investment man- 
agement. 


Due to the fact that pension trusts 
involve a contractual obligation, based 
upon actuarial calculations, to pay fixed 
dollar amounts upon certain dates, only 
a minimum degree of investment risk 
may be assumed unless the employer is 
prepared to make good any shrinkage. 
This means in practice limitation to 
high grade bond investment, at least 
until a substantial reserve is accumu- 
lated. For that reason, the balanced 
fund is not recommended because of 
possible conflict with payout require- 
ments, which could conceivably coin- 
cide with a low market point. In gen- 
eral, corporation executives are unwill- 
ing to assume the risks and liabilities 
of investing pension funds; hence, they 
delegate investment to a trust company 
or resort to o the services | of an insurance 


Pittsburgh’s 
— Oldest 
Trust 


Company 


Established 1863 


Fepruary 1953 


company for an insured plan. The latter 
alternative is Mr. Gaston’s ideal solu- 
tion of the pension question, the insur- 
ance providing an assured fixed income, 
while the profit-sharing fund permits 
the use of common stocks with their 
fluctuating values, larger income and 
growth factors. 


There are four principal advantages 
to investing part of each participant’s 
profit share in a life insurance policy, 
according to E. A. Starr, Superintendent 
of Agencies for The Connecticut Mutual 
Life Insurance Co. of Hartford. First 
is that greater death protection is afford- 





San Diego 
for 


fast, experienced, 
responsible service 


as 
Title Insurers 
Escrow Agents 
Executors 
Administrators 
Guardians 
Trustees 
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Title Insurance 
and Trust Company 





James D. Forward, President 

Albert G. Reader, Semor Trust Officer 

SECOND AVENUE at BROADWAY 

SAN DIEGO 12, CALIFORNIA 

Telephone Franklin 9-7551 
MEMBER 
American Bankers Association 
American Title Association 
California Bankers Association 
California Land Title Association 
Mortgage Bankers Association 








ed the participant’s beneficiary. Next, the 
- policy issued on the life of the partici- 
pant provides a vehicle through which 
the retirement benefit can be paid to the 
employee for life after his retirement. 
Mr. Starr’s company, as well as others, 
has special policies for this purpose. 


The third benefit is a tax advantage 
for the participant and his family. Under 
most deferred distribution profit-sharing 
plans, Mr. Starr indicated, the amount 
credited to the participant’s account is 
paid to the beneficiary at the former’s 
death, and are taxable to the recipient 
on a capital gain basis in the year paid 
if in a lump sum, or on a regular income 
tax basis if distributed over a period of 
more than one year. On the other hand, 
that portion of the account representing 
insurance proceeds would be income- 
tax free in the beneficiary’s hands under 
Section 22(b) of the Internal Revenue 
Code. 


The final important reason for invest- 
ing a part of the profit-sharing funds in 
insurance contracts (not exceeding 
approximately one-third of the share of 
each participant) is that it results in 
wider diversification of trust assets, Mr. 
Starr said. 


The trust instrument can give the 


Fiduciary Service in 
Western 
Massachusetts 


This Bank, through over 
sixty years of experience, is 
well qualified to act in all 
matters of trust administra- 
tion and invites correspon- 
dence from other banks and 
bankers. 


Springfield Safe Deposit 
and 
Trust Company 


SPRINGFIELD, MASSACHUSETTS 


Branches in East Longmeadow 
and Monson, Mass. 


Member Federal Deposit 
Insurance Corporation 
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officers and/or directors of the company 
some say in how flexible the investment 
program actually is. Frequently, such 
clauses give the management the oppor- 
tunity to retain exclusive control over 
the investments as well as giving them 
the authority to change the degree of 
control or to abandon it completely, Mr. 
Wren remarked. 


Our investment philosophy has con- 
sidered profit-sharing trusts as another 
type of long-term investment program 
in which common stocks have a definite 
place. In some years losses from book 
value will be shown. However, the value 
of the dollar has deteriorated quite sub- 
stantially in the last fifteen years, and 
the American people have become ac- 
customed to enjoying a “bit” of infla- 
tion, in Mr. Wren’s opinion. A profit- 
sharing plan which distributes the bene- 
fits upon retirement thus qualifies as an 
ideal account for using common stocks. 
Not only will the retiring employee bene- 
fit from the increased profits of the cor- 
poration, but also from the higher divi- 
dends and increasing market value of the 
stocks held in the portfolio. 


Turning to the matter of cost, Mr. 
Wren said it is difficult to use exact or 
even approximate figures, but from a 
study of other plans, the charges made 
by banks for this service seem to be be- 
low most of the other possible ways of 
investing profit-sharing funds. Another 
development with potential savings in 
cost is the inauguration of a pooled 
profit-sharing fund, which Old Colony 
Trust Co. established last March. Com- 


American 


TRUSS ™ 


CHARLOTTE, NORTH CAROLINA 


A regional trust operation offering complete 
personal and corporate services 





panies with relatively small amounts of 
money to be put into such a fund are 
able to secure the benefits of sharing 
in a broadly invested pool of securities, 


Mr. Wren concluded. 
AAA 


Gambell Heads N. Y. Corporate 
Fiduciaries Association 


William H. Gam. 
brell, vice presi- 
dent of The New 
York Trust Co. 
was elected presi- 
dent of the Cor. 
porate Fiduciaries 
Association of New 
York City at the 
annual meeting last 
month. He sue. 
ceeds John J. Graeber, vice president 
of The Chase National Bank. The Asso. 
ciation, organized more than thirty years 
ago, includes substantially all of the 
banks and trust companies engaged in 
the trust business in the city. 





W. H. GAMBRELL 


Robert M. Lovell, vice president of 
The Hanover Bank, was elected vice 
president of the Association, and Ken- 
neth Hackler, trust officer of City Bank 
Farmers Trust Co., was elected Secre- 
tary and Treasurer of the Association. 


Elected to the Executive Committee for 
three year terms were: W. Barton Cum- 
mings, vice president of Chemical Bank 
& Trust Co.; Ernest R. Keiter, vice 
president of The Chase National Bank; 
and James M. Trenary, vice president of 
United States Trust Co. 


pany 





Member F.D.I.C.—Federal Reserve System 
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NEW TRUST HIGHS 


(Continued from page 92) 


thereby increasing the already large number 
of individuals served by our Trust Department. 


Pension and profit-sharing trusts are be- 
coming increasingly important in our busi- 
ness. Many new accounts were added, and 
those already being administered continued 
to grow. 


CONNECTICUT 


Bripceport-City Trust Co., Bridgeport: 


The Trust Department continued to grow 
both in size and number of accounts served. 
During the past year we more than doubled 
our average annual increase in new business. 
In addition, many new (will) appointments 
were obtained, giving us a large backlog of 
potential business. . . . Our Common Trust 
Fund expanded in size and importance during 
the year. . . . Employee benefit plans have 
come into more frequent use and greater 


popularity. 


First NATIONAL Bank, Bridgeport: 


Our Trust Department continues to grow 

. and we have bettered our record of last 
year, having put on our books in actual and 
potential business over $12,000,000. 


Hartrorp NATIONAL Bank & Trust Co., 
Hartford: 


The Trust Department’s contribution to the 
net earnings of the bank was again substan- 
tial. Its gross earnings were greater than ever 
before, but its expenses increased at a more 
rapid rate than its income, which was also 
the case in 1951, and there is now some 
question as to whether the schedule of fees 
f services, which has remained un- 
changed for many years, should not be re- 
vised. 


for its 





1927 1932 1937 


1942 


1947 1952 


From annual report of Fidelity Trust Co., Pittsburgh 





New Trust accounts, including court and 
private trusts, guardianships and conservator- 
ships, amounted to $4,229,000; new estates 
were $5,336,000; and new agency accounts 
were $13,543,000; a total of $23,108,000. De- 
ducting the book value of accounts terminated 
during the year ... the net increase in book 
value of accounts was approximately $20,- 
000,000, bringing the total book value of such 
accounts (exclusive of certain accounts now 
valued at $45,500,000, over which the De- 
partment’s duties are simply custodial) to 
approximately $310,000,000. 


During the year it was decided after a long 
period of study and of watching the opera- 
tion of Common Trust Funds elsewhere to 
create a Common Trust Fund for this bank. 
Operation will commence on January 31, 1953. 





ACROSS CANADA 


FROM 


COAST TO COAST 


WITH OFFICES READY TO SERVE YOU AT—_ ST. JOHN'S, NFLD. 


We invite appointments as 
Agent to Executors of Estates 
with assets requiring administra- 
tion or transmission in Canada. 


Assets under Administration exceed 
$1,000,000,000 


HALIFAX, N.S. 
SAINT JOHN, N.B. 
QUEBEC, QUE. 
MONTREAL, QUE. 
OTTAWA, ONT. 
TORONTO, ONT. 
LONDON, ONT. 
HAMILTON, ONT. 
WINNIPEG, MAN. 
CALGARY, ALTA. 
EDMONTON, ALTA. 
VANCOUVER, B.C. 
VICTORIA, B.C. 


THE 


ROYAL 


TRUST 


COMPANY 


HEAD OFFICE 
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MONTREAL 


Union & New Haven Trust Co., New Haven: 


Factors favorable to bank earnings .. . 
combined with increased income from secur- 
ities and from the Trust Department to make 
1952 among the best in your Company’s 
history. For. the fourth consecutive year both 
total income and net operating income, before 
provision for income taxes, reached record 
levels. Net operating income, after a substan-- 
tially increased provision for Federal and 
State income taves, amounted to $329,254 


Many out-of-state banks—and 
attorneys too — automatically 
forward all their New Jersey 
trust work to us. They like 
our promptness and follow- 
through. We believe you will, 
too. May we have the oppor- 


tunity of serving you—soon? 


THE 


PLAINFIELD 
TRUST 


COMPANY 
Plainfield, New Jersey 


Member Federal Deposit Insurance Corporation 
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the largest since 1934, when income taxes 
were insignificant compared with those of 
today. . . . The Trust Department in 1952 
again experienced gratifying growth. The vol- 
ume of funds in our care at the year-end 
amounted to $127,474,582, another new high 
point. Personnel is being continuously ex- 
panded to meet the growing complexities of 
investments and taxes and to carry the in- 
creasing load of administrative work in this 
Department. 


In the field of pension trusts we are handling 
an increasing number of accounts, including 
the trust recently established in connection 
with your Company’s new Pension Plan. 


1952 1951 
Trust Department fees $385,799 $359,179 
First-StaMrorp NATIONAL BANK & Trust Co., 


Stamford: 


The year 1952 witnessed the continued 
growth of our Trust Department. Approxi- 
mately two-thirds of the new business re- 
ceived during the past year was represented 
by either “Living Trusts” or by “Manage- 
ment Agency” accounts, varied in size from 
approximately $15,000 to $700,000. . . . This 
increased use of services has brought about 
a substantial increase in earnings from this 
source. 


TorRINGTON NATIONAL Bank & Trust Co., 
Torrington: 


During the year there was a substantial in- 
crease in the services rendered by our Trust 
Department in the administration of estates 
and trusts and in the supervision of invest- 
ment portfolios. 





Safe Deposit 
and 


Trust Company 
OF BALTIMORE 


Services rendered by this organ- 
ization include the following: 


Administrator « Executor + Trustee 
Agent for Individuals and Corpora- 
tions « Guardian +« Transfer Agent 
and Registrar + Trustee of Corporate 
Mortgages + Receiver + Depositary 


Under Plans of Reorganization 





13 South Street, Baltimore 2, Md. 
In the Trust Business Since 1876 
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District oF COLUMBIA 


NATIONAL Savincs & Trust Co., Washington: 


The Trust Department has a constantly in- 
creasing variety of activities in all branches 
of estate, personal trust and corporate trust 
functions. 


Wasuincton Loan & Trust Co., Washington: 


Our Trust Department continued its growth 
during 1952, and at the end of the year its 
assets were at the highest figure in the 
history of the Company. Earnings of the de- 
partment compare very favorably with those 
of previous years. 


We have continued the development of the 
Common Trust Fund established in 1950, and 
the amount of money invested in this manner 
is consistently increasing. We have also been 
increasing the investment of fiduciary funds 
in first deed of trust loans on improved real 
estate. These developments have resulted in 
increased income to the beneficiaries of our 
various accounts. 


DELAWARE 
Witmincton Trust Co., Wilmington: 


On July 8, 1953, Wilmington Trust Company 
will have been in business for exactly 50 
years. . . . Our Trust Department’s Personal 
Trust Funds are among the largest in the 
country . .. particularly because establish- 
ment of a trust under Delaware law frequently 
brings definite advantages to a non-resident. 


EguiTaBLe Security Trust Co., Wilmington: 


Over 1,600 Trust accounts of all types are 
administered. . . . The bank has had over 
twenty-two years’ experience with its Com- 
mon Trust Funds. . . . Gross earnings of the 
Trust Department in the year exceeded those 
of any prior year, and net earnings continued 
at a satisfactory rate. 


ILLINOIS 


AMERICAN NATIONAL Bank & Trust Co., 
Chicago: 


The growth of normal trust business which 
has characterized the development of the Trust 
Department for the past several years con- 
tinued in 1952. This is especially evident in the 
Personal Trust Division, both the volume of 
new accounts opened and the number of wills 
placed on file. The number of custodian man- 
agement accounts for individuals, corporations 


For 





and philanthropic organizations, has shown an 
upward trend. This is also true as to the 
number of new living trusts, business insur- 
ance and similar trusts. The bank is becom. 
ing increasingly active in pension plans and 
profit sharing trusts. 


Results in the Corporate Trust Division were 
satisfactory. 


City Nationat Banx & Trust Co., Chicago: 


Another year of growth was experienced in 
all of the important services rendered by the 
Trust Department. 


Recognizing the importance of advance es- 
tate planning, more and more people of 
moderate as well as large means are turning 
to the Bank for its specialized service as 
executor and trustee under wills and living 
trust agreements. Many are also availing them- 
selves of the facilities for management of their 
securities through agency relationships rang- 
ing from safekeeping to full investment super- 
vision. 

The active securities market prevailing 
throughout the year, together with additional 
appointments as transfer agent and registrar, 
resulted in expanded activities of the Stock 
Transfer Division. 


CONTINENTAL ILLINOIS NATIONAL BANK 
& Trust Co., Chicago: 


Our Trust Department is cooperating with 
customers, shareholders and their attorneys 
in completing the practical side of many estate 
arrangements. Agency accounts with and with- 
out investment service, as well as safekeeping 
accounts for individuals and corporations, have 
been maintained in large volume. 


As transfer agent, registrar of stock, divi- 
dend disbursing agent, and trustee under in- 
denture, our activity has been high. In these 
capacities the bank has received important new 
appointments during the past year. 


Widespread interest in retirement and profit- 
sharing plans continues. The Bank was named 
as trustee in a number of new plans during 
the past year and there has been a substantial 
growth in the assets of the many previously 
established plans. 


First NATIONAL Bank, Chicago: 


The Trust Department in 1953 enters its 
50th year, with more trust business on its 
books than ever before, much of it coming 
from the children, grandchildren and even 
great-grandchildren of men and women who 
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first chose this bank as trustee. In our Per- 


' sonal Trust division we have continued the 


installation of new methods and modern 
machines to expedite the clerical work. At the 
same time we have been careful not to 
sacrifice any of the personal interest and 
supervision each individual estate requires. 


In our Corporate Trust division we con- 
tinue to obtain a satisfactory volume of busi- 
ness as Transfer Agent of stock, as Registrar 
of stocks and bonds, and as Trustee. . . . The 
most rapidly expanding service has been in 
connection with Profit-Sharing and Pension 
Trusts. . . . Similar accounts have also been 
deposited with us by various trade associa- 
tions and trade unions. For individuals and 
corporations, including many colleges, hos- 
pitals and other charitable institutions, we 
act as custodian and investment advisor in 
connection with endowment and capital funds. 


The growth in the use of our trust services 
is reflected in the income for 1952 which 
reached a new high level. The additional 
volume and the inflationary trend of the 
times have, of course, resulted in greater ex- 
penses. Nevertheless, with the aid of new 
equipment, we have found it possible to ad- 
minister the accounts in our custody with 
only a modest increase in permanently em- 
ployed personnel. 


Harris Trust & Savincs BANK, Chicago: 


The increase in the volume of new business 
in the Personal Trust Division, in both dollars 
and percentage, was the greatest of any year 
in our history. Our investment agency service 


) is of particular interest to individuals, foun- 
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dations and others . . . We had a notable in- 
crease in the number and volume of pension 
and profit-sharing plans. 


The Corporate Trust Division also made a 
new high in the volume of corporate bonds 
outstanding for which we act as trustee. This 
Division further received numerous appoint- 
ments as paying agent, transfer agent and 
registrar. 


During the year we served an increasing 
number of correspondent banks as custodian 
for their portfolio securities. 


Our Board of Directors approved and adopt- 
ed a plan, which became effective November 
1, 1952, for a Common Trust Fund to be ad- 


| ministered by our Trust Department. This fol- 
| lowed several years of investigation and the 


operation of a hypothetical common trust 


> fund for a trial period. The plan conforms 


FIDUCIARY 


FOR 


with the Illinois law and the regulations of 
the Federal Reserve System relating to com- 
mon trust funds. 


The bank contributed $380,196 to our two 
Employees’ Savings and Profit Sharing Trusts 
in 1952, equal to $2.15 for each $1.00 con- 
tributed by employees. 

Distributions during the year to participants 
or their beneficiaries amounted to $186,279. 
Distributions since the plans were inaugurated 
total $3,683,429. 


Earnings for the year on the two Trusts 
amounted to $182,816. On December 31, 1952, 
the book value of the assets of the Trusts is 
$5,109,315; 549 employees are participants. 


INDIANA 
AMERICAN NATIONAL BANK, Indianapolis: 


The Trust Department will enter the new 
year with more trust business on its books 
than ever before. Particularly gratifying was 
a notable increase in the number of trustee- 
ships for retirement plans. This is a field 
in which the Bank is especially interested. .. . 
In addition, appointments under wills and 
trust instruments for individuals added mate- 
rially to. both the current and potential vol- 
ume of the department. 


MARYLAND 


BaLTIMORE NATIONAL BANK, Baltimore: 


The Trust Department experienced a very 
satisfactory year marked by a_ substantial 
growth in the acquisition of new business and 
in the total volume of active trust business 
administered. The business acquired during 
the year includes all fields of trust, fiduciary 
and agency services. 


MaryLAND Trust Co., Baltimore: 


Our Trust Department has had a particu- 
larly active year in both corporate and _per- 
sonal trust business. The volume of corporate 
trust matters handled shows a material in- 
crease and there is a continued growth in 
the number of pension and_ profit-sharing 
trusts. There is increasing interest in naming 
the Company as executor and trustee under 
wills and personal trust or agency facilities. 
The Department had the highest annual earn- 
ings in its history. 


Sare Deposit & Trust Co., Baltimore: 


The accounts held in our Trust Department, 
other than estates of deceased persons under- 
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going administration, had an aggregate market 
value, as determined periodically during the 
year, of over $700,000,000. In addition to these 
accounts, at the close of the year we were 
administering upon 136 estates. 


These figures reflect a satisfactory amount 
of additional business secured during the past 
year consisting of new appointments as Execu- 
tor, Trustee, Agent and in other capacities. 
We find a growing recognition by the public 
of the need for corporate fiduciary services. 


Approximately 1,500 of our smaller trusts 
participate in our Common Trust Fund, there- 
by obtaining diversification with resultant in- 
come benefits. The market value of this Fund 
was in excess of $27,000,000. at the end of its 
fiscal year. Reports are sent annually to the 
persons interested in this Fund. 


1952 1951 
Operating Income 
from Services _..... $2,259,189 $1,986,203 
Net Earnings after 
po ee 539,467 513,224 
MASSACHUSETTS 


Boston SAFE Deposit & Trust Co., Boston: 


Our trust accounts showed a moderate 
gain during the year and now are in excess 
of $350,000,000. New executor and trust assets 
received during the year amounted to $25,- 
342,000. Distributions to remainder interests, 
for Federal estate and State inheritance taxes, 
and payment to, or for the benefit of, bene- 
ficiaries added up to $21,625,000, so that the 
net gain in trust business for the year stands 
at $3,717,000. These figures are exclusive of 
custodian accounts, which show very good 
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increases for the year and collectively repre- 
sent a large volume of business... . 


Our Common Trust Fund “A,” established 
in July 1945, started on November Ist of 
that year with $914,740, and at the end of 
the fiscal year October 31, 1952, the assets 
of the Fund were $28,491,000; they are now 
over $30,000,000. A total of 1,077 Trusts now 
wholly or partially participate. 


In August our Estate Planning Department 
was inaugurated under the joint direction of 
two assistant vice presidents. . . . The number 
of conferences held and plans consummated 
in the past few months give assurance of the 
wisdom of this step. . . . The continued 
growth and increased distribution of income 
from the charitable funds of which the Com- 
pany is Trustee is indeed pleasing. . . . The 
Permanent Charity Fund, Inc., established in 
1915 . . . now exceeds $10,228,000. 


Trust DEPARTMENT ASSETS 
(Dec. 31, 1952) 


U. S. Government, State and 


Municipal Bonds __.. $107,959,909.47 
Other Bonds 0S 45,035,564.11 
Stocks AES ee eee ne 184,472,511.47 
Loans on Real Estate 496,285.25 
Other Loans _.... I etic 301,692.80 
Real Estate by Foreclosure, etc. 14,900.00 
Real Estate Owned —...___. 4,162,925.16 
Deposits Subject to Check _..  10,021,686.67 
Other Bank Deposits — 3,096,580.22 
Tangible Personal Property _. 220,366.61 
Other Assets “se 346,216.44 

$356,128,638.20 
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$1,931,950 


Fiduciary Commissions were 
compared with $1,933,999 in 1951. 


MALDEN Trust Co., Malden: 


The continued growth of this department 
has been most gratifying to the management 
with total assets increasing from $5,000,000 
to $6,500,000. We believe that the coming 
year should show further growth. 


Worcester County Trust Co., Worcester: 


The activity in this department continues to 
grow and a substantial amount of current and 
potential business was placed on our books 
during the year. 


There is in excess of $88,000,000 of secur- 
ities and other property held under our man- 
agement or in our custody, in executor, trust 
or agency accounts. 


There is in excess of $31,000,000 of securi- 
ties and other property in our Agency Division. 


MICHIGAN 
Bay Trust Co., Bay City: 


Gross operating income reached a higher 
figure than in any previous year; expenses 
increased in about the same proportion. By 
acquiring 44 new trust accounts in 1952 hav- 
ing a total assets value of $3,182,700, and 
closing 26 accounts, active trust accounts 
now total 391 having a book value of $18,- 
300,836. The value of all trust assets taken 
at current market quotations would reach a 
very much higher figure. . . . The balance 
sheet reveals larger trust balances, mortgage 
investments, and advances. 


INCOME: 1951 1952 
General _..........__--_-.... $ 14,101 $ 17,028 
a See 108,672 111,701 
fe neers 41,681 40,262 
Total Income — $164,454 $168,991 
DISBURSEMENTS: 


Salaries, pension, fees ___.. $ 83,615 $ 87,954 
Rent, advertising, supplies, 


Di oe, 24,763 
Taxes, audit, donations, 

adjustments 9,398 3,634 
Depreciation = 1,859 1,783 
Provisions for income tax. 14,363 17,420 
Total Deductions __.____ $131,662 $135,554 
Net Earnings for Year _... $ 32,792 $ 33,437 


NATIONAL BANK OF Detroit, Detroit: 

The year was one of continued growth for 
the Trust Department, and its operating re. 
sults were satisfactory. The number of new 
accounts acquired showed a most gratifying 
increase, and a further substantial rise was 
experienced in the amount of trust assets under 
our supervision. 


The management of personal trusts and pen- 
sion and profit-sharing trusts is a major actiy- 
ity of the Department. 


Missouri 


Union NaTIoNAL BANK, Kansas City: 

The Trust Department of the bank enjoys 
a steady growth and its operation results 
in substantial profits. 


NEBRASKA 


OmaAHA NATIONAL BANK, Omaha: 


Although gross earnings in all departments 
of the bank have been satisfactory, and have 
shown an increase over the previous year’s 
figures, expenses continue to grow. . . . The 
nomination of this bank to act as Executor 
or Trustee under Wills in an ever-increasing 
number is a clear indication that this com- 
munity has realized the permanence and 
economy of a properly staffed and equipped 
national banking institution. The myth that 
the bank will handle only large estates is 
gradually disappearing. The owners of prop- 
erty in a very modest dollar value, interested 
in maximum family protection, now realize 
that they, least of all, can afford to entrust 


the administration of their estates to inex- [ 


perienced hands. 


New JERSEY 


Montciair Trust Co., Montclair: 


constantly becoming of greater importance to 
the Bank. The wide acceptance of the services 


usage and there are 1170 appointments as 
executor and/or trustee under wills that have 


been advised. 


Last year we collected $2,251.222 of in- trust 


> mang 
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come for estates, trusts and custody accounts 
held in our Trust Department. 


Montclair Trust Co. conducted a_ series 
of three Financial Forums for Women during 
the month of October . 
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... twelve of our officers participated either 
as speakers or members of panels. 


BurLincton County Trust Co., Moorestown: 


1952 


Trust Funds —.....$10,024,418 


New YorK 
BANKERS Trust Co., New York: 


Over the years, we have built up an ex- 


tensive research staff which continuously 
studies business trends and carefully ap- 
| praises specific developments that affect in- 


' dividual industries and companies. Compre- 


hensive field trips to plants and company 
offices throughout the country play an im- 


) portant part in keeping abreast of new de- 
' velopments. 


The basic investment program of a pension 
trust account reflects the philosophy of the 
management of each company that entrusts 
its pension funds to us. Some corporations 
prefer to confine investments to fixed income 
securities. Others desire to have common 
stocks included in varying proportions. In 
recent years, many corporations have been 
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evidencing greater interest in common stock 
investments; for those accounts, we are plac- 
ing an increasing percentage of securities in 
suitable investments of this kind. New bond 
purchases for pension trust accounts in 1952 
were concentrated in high-grade corporate 
obligations, since their yields were significant- 
ly higher than for United States Government 
securities. 


In personal trust accounts, individual re- 
quirements in many instances can properly 
be met by the inclusion of common stocks. 
Where such conditions apply, we have for 
many years favored substantial representation 
in well-selected common stocks, the propor- 
tion depending upon the statutes, the terms 
of the will or agreement, or other considera- 
tions governing each account. We maintained 
this policy in 1952. For those accounts in 
which tax-exempt income is an important 
consideration, the higher yields obtainable in 
the municipal bond market in 1952 created 
attractive investment opportunities. 


In purchasing common stocks, we empha- 
size primarily the selection of industries and 
companies where, in our best judgment, con- 
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ditions are favorable for the preservation and 
growth of earning power. We have found 
this policy sound, and we believe that it 
will continue to produce good investment 
results over the years in spite of fluctuations 
in business conditions and in the markets. 

Operating Income: Corp. Trust Dept., 
$5,033,000 ($4,329,000 in 1951); Pension and 
Personal Trust Dept., $3,690,000 ($3,328,000 
in 1951). 


Bank OF THE MANHATTAN Co., New York: 


The Company established a Legal Common 
Trust Fund on April 30, 1952. . . . Application 
to establish a Discretionary Common Trust 
Fund has been made by the Company to the 
Banking Board of the State of New York. It 
is intended that this fund will be in operation 
before the year end. 


Bank OF New York, New York: 


The Bank of New York has been prom- 
inently engaged in trust business for 122 
years, trust powers having been granted to 


us in 1830 by special act of the Legislature 
of the State of New York. 


CHEMICAL BANK & Trust Co., New York: 


The Fiduciary Division staff now numbers 
over 400 people . 


Customers’ Securities Department services 
are being used by the owners of more than 
$5 billion of securities .. . 


The Personal Trust department continues to 
show a fine growth and is serving an in- 
creasing number of clients each year. 


[To BE Continvuep Next Montn] 
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WHERE THERE'S A WILL 


PauL R. WELCH, chairman of the board 
of the Welch Grape Juice Co., left an 
estate estimated at $1,100,000. Bequests 
of $5,000 each were given to a church, a 
hospital, a sister and two brothers, while 
a third brother receives certain shares of 
stock. The residue was placed in equal 
trusts with Manufacturers and Traders 
Trust Co., Buffalo, for three daughters 
who will receive the income for life. Upon 
the death of a daughter, the trust will be 
continued for the benefit of her issue until 
they respectively attain age 35. The dura- 
tion of the trust for any grandchild not 
born during Mr. Welch’s lifetime is not 
to exceed the lifetime of the youngest of 
his issue who was living on the date of 
his death, thus avoiding violation of the 
rule against perpetuities. The bank, 
which was also named as executor, is au- 
thorized to pay the beneficiaries such 
sums from principal as may be necessary 
in its judgment for the health, support, 
maintenance and comfort of the recip- 
ient. The trustee is further empowered to 
pay the funeral expenses of the daugh- 
ters. 


Jacos F. SCHOELLKoPF, chairman of the 
board of the Niagara Share Corp., be- 
queathed 1000 shares of stock in the cor- 
poration — valued at approximately 
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$17.50 — to each of five charitable, edu- 
cational and cultural institutions. An- 
other $5,000 worth of stock goes to a 
church. Seven employees are remem- 
bered for faithful service, with the civic 
leader’s secretary receiving $10,000 worth 
of Niagara stock. The residue following 
other bequests of shares to relatives is 
left in trust with a son and Marine Trust 
Co. of Western New York, Buffalo — also 
named as executors — to pay Mrs. 
Schoellkopf the income for life. There- 
after it is to be divided for the benefit of 
their four children. 


LEONARD K. NICHOLSON, chairman of 
the board of the Times-Picayune Pub- 
lishing Co. and a director of the Asso- 
ciation Press for 18 years — the max- 
imum period allowed, bequeathed to three 
individuals 225, 275 and 650 shares of 
voting trust stock of that New Orleans 
newspaper. To another he gave the life 
usufruct of 1440 shares. Two legacies 
total $13,000 while a third cash bequest 
is for $60 monthly to be paid by agree- 
ment or in the form of an annuity in- 
surance policy, as determined by the 
executor, the testator’s son, or the trus- 
tees which are the National American 
Bank of New Orleans, the son of an- 
other individual, 


After designating a law firm as at- 
torneys for his executor and requesting 
the selection of a named person as 
Notary for the taking of the inventory, 
Mr. Nicholson created a trust of the 
residue of his estate for the benefit of 
his son, declaring that the trust is to 
be subject to the provisions of Louisiana 
R.S. 1950, Title 9, Sections 1791-2212, 
with certain exceptions. Among these 
are that the trust is to terminate when 
the beneficiary reaches age 31, the trus- 
tees are dispensed from bond, and they 
are authorized to sell all assets other 
than the publishing company stock unless 
either the stockholders vote to sell the 
capital stock or the company’s property, 





or such sale is necessary for the pay- 
ment of taxes or debts. Proceeds of the 
sale may be invested in high grade com- 
mon or preferred stocks of corporations 
with a record of substantial dividend 
payments for at least five years. 


WILLIAM S. CONANT, consulting engi- 
neer who aided in developing air condi- 
tioning and the radiator for internal com- 
bustion engines, named three trust insti- 
tutions in different capacities under his 
will. To Detroit Trust Co. he bequeathed 
property amounting to about $335,000 
held by it under an agency management 
agreement, such property having been 
received under the will and trust of Mr. 
Conant’s father. The income was to be 
paid to Mrs. Conant for life and then the 
principal paid over, as a memorial to the 
testator’s parents, to the Domestic and 
Foreign Missionary Society of the Protes- 
tant Episcopal Church to improve theo- 
logical education through “the payment 
of, or judicious increase in, the salaries” 
of seminary teachers. 


A trust of $250,000 was to be set up 
with The Riggs National Bank of Wash- 
ington, D. C., income to Mrs. Conant and 
remainder to Princeton University, of 
whose class of 1890 the testator was sec- 
retary, to be held as an endowment of a 
professorship in his name. Mrs. Conant 
having predeceased her husband, this re- 
mainder as well as the other trust’s is 
accelerated. Princeton was also given the 
residue of the estate—after some $60,000 
in individual and religious bequests—so 
that it will receive approximately $750,- 
000 under the will. It has been announced 
that a $250,000 professorship in the de- 
partment of music has been established 
in Mr. Conant’s memory. 


The National Savings and Trust Co. 
of Washington, D. C., is executor. 


HAROLD T. WEBSTER, famous cartoonist 
who created Caspar Milquetoast, “The 
Timid Soul,” and “The Thrill that comes 
Once in a Lifetime,” named the Stamford 
(Conn.) Trust Co. as executor of his 
simple will. 
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Trust Conference 
(Continued from page 87) 


cause interest rates may well work high- 
er; therefore maturities should run in 
the 7-12 year group, and perhaps some 
industrials with good sinking funds 
might be bought where the average ma- 
turity would work out around 15 years. 
Convertible bonds should be carefully 
graded for quality and degree of risk. 
Municipals will probably be in large 
supply over the coming years and yields 
will respond to quality and tax rates. On 
common stock investments, one member 
expressed the opinion that 50% should 
be the top holding in this category, but 
it is especially necessary at this time that 
the dividend be as definitely assured as 
possible, because in that event the hold- 
ing can be carried through any inter- 
mediate fluctuations without sacrifice. 


The trust investment officer should be 
especially concerned with the stability 
of dividend income in approaching 1953 
investment problems, even though favor- 


| able business prospects loom, in the 


opinion of Roland C. Behrens, vice presi- 
dent of St. Louis Union Trust Co., in the 
concluding address of this session. His 
analysis of the budgetary inheritance of 


| the Eisenhower regime, complicated by 


contingent liabilities difficult of apprais- 
al, indicate a minimum $3.7 billion cash 
deficit for the current fiscal year and 
under these conditions it would seem 
poor policy to take action toward lower 
taxes or repeal of EPT until expendi- 
tures can be reduced. See page 111 for 
report of Mr. Behrens’ remarks. 


Small Business Management 


Since it is fairly certain that every 


| trust department will sometime have to 
| take over the management of a small 


business enterprise, each department 


| should plan in advance to meet that 


ee 


pei ero 


problem, Reese H. Harris, Jr., vice presi- 
dent, The Hartford-Connecticut Trust 
Co., told the trustmen. He referred speci- 
fically to the type of small businesses 
where one key man — the deceased — 
was more important than all the rest of 
the personnel combined. After discuss- 
ing the reasons for and against accept- 


| ing this kind of business, Mr. Harris de- 


scribed a practical approach for dealing 
with it. See page 98. 


The Door to Victory and Peace 


With more eyes turning to the Orient 
as the door to Peace in our time, and 
with a rejuvenated and constructive for- 
eign policy in the making here, the logic 
and hopefulness in the address by Rep. 
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Walter H. Judd of Minnesota, at the 
Clearing House luncheon, took on dra- 
matic meaning. Communist expansion 
can be stopped and its satellites liberated 
in three to four years, mainly from the 
inside, according to Rep. Judd, whose 
long experience in China and more re- 
cently in national politics make him an 
unusually informed observer. 


Rapping our past policy of appease- 
ment, Rep. Judd remarked that “it took 
real genius to have all the aces and most 
of the trumps, and yet take none of the 
tricks,” when Russia does not want the 
kind of world we do but is committed to 
negotiate only if they think it will help 
achieve their objective of a world with- 
out free enterprise and political demo- 
cracy. A free China, he is convinced, is 
essential to a free America and to save 
the lives of our sons, but we cannot lick 
an ingrained ideology or seemingly 
idealistic goals without a better presen- 
tation and example of the ideals of hu- 
man freedom and the social benefits of 
private capitalism. 


We lost our position and prestige after 
winning World War II by our aid to 
Russia and weakening of our allies and 
potential friends. The present situation 
differs to our advantage, however, in 
that we now have only one enemy with 
two flanks, the collapse of either of 
which will expose and turn the other. 
Home-loving independent Chinese are in 
a strong position to accomplish this — 
and enlist the support of legitimate Brit- 
ish and French interests in the Orient — 
at the vital middle of the Western flank, 
Mr. Judd stated. 


The Congressman stated that we 
should take stock on five counts, com- 
paring our strength with that of Russia 
and its satellites: In some departments 
they have matched us on the Production 
side; in Natural Resources and Terri- 
tory they are equal or have greater po- 
tential; in Manpower they exceed us if 
the Chinese people are under their dom- 
ination; in Moral power we have the far 
superior product if we demonstrate and 
can apply to dominated countries our 
Constitution and Bill of Rights. 


Dominant Role of Institutional 
Trusteeship 


To get a complete picture of a confer- 
ence it is necessary to know “what can 
be told” of the more interesting dis- 
cussions and conclusions of the commit- 
tees which meet previously or concur- 
rently, and it was suggested that a syn- 
optic review of such deliberations be- 
for the convention might be productive 


both of keeping the trust fraternity 
better posted and of developing perti- 
nent experience and ideas from others 
not in committee posts. Other delegates 
commented on the need for more “case 
history” types of reports from the ros- 
trum, with speeches on more esoteric 
topics made specific to citing examples. 
of the “ways and means.” 


Perhaps most significant of the change 
that is taking place in Trusteeship were 
the evidences, beginning with the com- 
ment by President Funston of the New 
York Stock Exchange, that this field 
has become the greatest caretaker of 
corporate capital and the source of so 
much of the capital needed for expand- 
ing industry. The dominant position of 
the trust investment officer and commit- 
tee in the discretionary application of 
savings to the nation’s economy may 
be expected to become a major theme 
in future conferences, not only in trust 
circles but also in industry and the 
allied professions. 


Mr. Judd stated, and suggested that a 
Department of Dirty Tricks might be 
organized on the mainland which would 
be even more effective than the ‘Commie’ 
efforts. Freedom of the mainland he be- 
lieves is essential to both our own and 
Oriental independence in the future. 





“WHY DELAWARE?” Tax and trust 
laws of the State of Delaware 
facilitate the accumulation, man- 
agement and conservation of 
property by corporations and 


non-residents. Write for “Why 
Delaware?” our new booklet sum- 
marizing these benefits. 


WILMINGTON 


Trust Company 
Wilmington, Delaware 


Capital Funds. . . $ 21,423,245 
Total Assets. . . . $228,871,573 
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CURRENT LITERATURE NOTES 


Books 


Financial Independence Through 


Common Stocks 

ROBERT D. MERRITT. United Business 

Service, Boston, Mass. 346 pp. $5.00. 

As financial editor of United Business 
Service, the author is well equipped to 
guide the beginner in the paths he 
should follow to reach a modest com- 
petence through systematic common 
stock investment. Texts on investment, 
with their ready recourse to hindsight 
and the proper decision at the perplex- 
ing moment, often have a tendency to 
stress theoretical and unattainable per- 
fection. Mr. Merritt, however, provides 
sound, practical and profitable ideas, such 
as the value of persistence, compounding 
income, keeping the principal at work 
and avoiding the pitfalls of too rapid 
growth. He outlines various possible 
media for successful investment, with 
suggestions for plans for diverse in- 
vestor needs, including formula setups. 


The second section discusses methods 
of security selection and touches upon 
stock market forecasting through techni- 
cal methods, as well as by business 
fundamentals. The book contains much 
sound sense and the accent throughout 
is on decisions based upon facts, rather 
than hope and emotion. This attitude 
alone, if incorporated into the investor’s 
makeup, will prove to be worth many 
times the cost of this book. 


Managing Your Money 


J. K. LASSER and SYLVIA F. PORTER. 
Henry Holt & Co., New York City. 415 pp. 
$4.95. 

In the postscript, the authors state 
that this is a practical book, dealing 
with the fundamentals of life itself, and 
with this statement there can be no quar- 
rel, for they have amassed an amazing 
fund of information which tells when, 
how, and why to take or avoid action 





involving one’s economic wellbeing from 
the cradle to the grave. Perhaps due to 
space requirements or the complexities 
inherent in the subject, only one page 
is given over to wills and trusts, but 
the widom of having a lawyer-prepared 
instrument is stressed. 


The chapters on social security bene- 
fits, which explain in detail how to plan 
to get the most from this program, are 
particularly enlightening. This Govern- 
ment retirement benefit is, surprisingly 
enough, not as well understood as it 
should be, with the result that the need 
for additional income at retirement age 
necessitates continued earning which 
often precludes receipt of old age retire- 
ment. Packed with facts and specific 
guidance, this book is a valuable blue- 
print for planning one’s financial prog- 
ress from piggy bank to easy chair. 


ARTICLES OF CURRENT INTEREST 


University of Chicago Tax Confer- 
ence 

Taxes, Dec. 1952 (214 N. Michigan Ave., Chi- 

cago 1; 60¢). 

Among the lectures reproduced here 
are the following: “Income Tax Plan- 
ning in the Transmission of Wealth” by 
Don H. McLucas; “Annuities, Profit 
Sharing and Pension Plans in Estate 
Planning” by R. J. Frankenstein, Jr.; 
“Tops and Dolls — Gifts to Minors” by 
Leo A. Diamond; and “Short-Term Trusts 
Today” by Lloyd Kennedy. 


Tax Clauses for Pennsylvania Dece- 
dents, by John E. Williams: Dickinson 
Law Rev., Jan. (Carlisle, Pa.; $2.) 


Taxation of Deceased Partner’s Part- 
nership Interest, by LeRoy A. Kramer: 
N. Y. Certified Public Accountant, Jan. 
(677 Fifth Ave., New York 22; 50¢) 


Methods of Funding Pension Plans In- 
volving Less than 50 Lives, by Herbert 
L. Jamison: Ibid. 








Pension Planning for Small Enter. 
prises, by Abraham J. Briloff: Ibid. 


Some Irritants and Proposed Cures 
(recommended for corrections for tax 
inequities), by various authors: Tax Law 
Rev. (New York University, Washington 
Square 3, New York) 


Cy Pres Doctrine and Changing Phi- 
losophies (liberalization in application of 
doctrine), by Edith L. Fisch: Michigan 
Law Rev., Jan. (Ann Arbor; $1.) 


Title Examinations as Affected by 
Federal Gift and Estate Tax Liens, by 
L. Hart Wright: Ibid. 


Gifts to Charitable Corporations — 
Nature of Interest — Duties of Trustee, 
Note: So. California Law Rev., Dec, 
(3660 University Ave., Los Angeles 7; 
$1.50) 


Limitations and Uses of Louisiana 
Trusts, by Leonard Oppenheim: Tulane 
Law Rev., Dec. (New Orleans 18; $1.50) 


Wills, Trusts and Administration in 
the Missouri Supreme Court for 1951, by 
George W. Simpkins: Missouri Law Rev., 
Nov. (Tate Hall, Columbia, Mo.; $1.) 


Code Section 126 and the Developing 
Taxable Income Concept, Note: Indiana 
Law Jour., Fall (Bloomington; $1.50) 


Is the Registrar of Corporate Stock 
Necessary Today?, by Benjamin Harris, 
Jr.: Northwestern Univ. Law Rev., Sept.- 
Oct. (Evanston, II1.) 


Disposition of Bank Accounts — The 
Poor Man’s Will, Note: Columbia Law 
Rev., Jan. (New York 27; $1.) 


Taxation of a Decedent’s Income, by 
John W. Drye, Jr.: Ibid. 


Sec. 102 — A Persistent Menace to 
Closely-Held Corporations, by Thomas A. 
Bolan: St. John’s Law Rev., Dec. (96 
Schermerhorn St., Brooklyn 2, N. Y.; 
$1.25) 


Testamentary Disposition of Land in 
the Conflict of Laws, by Edward D. Re: 
Ibid. 


TRACERS CO. of AMERICA 
513 MADISON AV. NY. 22 NY. 
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INCOME TAX 


In computing “total compensation” for 
Section 107(a), income and _ principal 
commissions are considered in aggregate. 
Taxpayer, trustee, took income commis- 
sions from time to time, and in 1944, at 
termination of trust, was granted his 
principal commissions, plus additional 
income commissions. Taxpayer sought 
benefit of Section 107(a) by apportion- 
ing principal commissions received in 
1944 over years in which services were 
performed. Principal commissions re- 
ceived in 1944 did not amount to re- 
quired minimum of 80% of entire com- 
pensation received by him for services 
to estate except by excluding all in- 
come commissions. Commissioner deter- 
mined that income commissions should 
be added. 


HELD: Refund denied. Since services 
performed were single, save for mere 
clerical drawing of income ch2cks, com- 
pensation awarded for services, of bene- 
fit both to principal and income, con- 
stitute the total compensation for per- 
sonal services received by taxpayer. 
Since such payments received by him in 
1944 did not equal 80% of total compen- 
sation for such personal services, Col- 
lector’s assessment was correct. Kings- 
ford v. Manning, U.S.D.C., N. J., Nov. 
24, 1952. 


Partnership profits distributed to re- 
tired partner and estate of deceased 
partner deductible in determining dis- 
tributable income of continuing partners. 
Partnership, public accounting firm, in 
return of income filed for fiscal year 
ended September 30, 1947, characterized 
as ordinary income amount distributed 
to two retired partners and to estate of 
deceased partner. Commissioner decided 
that such payments were made for pur- 
chase of capital assets, namely, interests 
of retiring and deceased partners. Ac- 
cordingly, they did not constitute de- 
ductible expenditures in computing dis- 
tributable income of partnership. 

HELD: Commissioner overruled. Part- 
nership agreement indicated that part- 
hers intended retired partner, or estate 
of deceased partner, should share in 
profits of firm for limited period. Pro- 
Vision was in nature of mutual insur- 
ance plan in which each partner as- 
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FEDERAL TAX NOTES 


SAMUEL J. FOOSANER 
Tax Attorney, Newark, New Jersey 


sumed possible burdens to others in 
consideration of assumption of like ob- 
ligation by his partners to him. Pay- 
ments in question were properly deducted 
by continuing partners in determining 
distributable partnership income taxable 
to them. Hall v. Comm., 19 T.C. No. 57, 
Dec. 11, 1952. Also Whitworth v. Comm., 
T.C. Memo, Dec. 12, 1952, and Clawes 
v. Comm., Dec. 12, 1952. 


Estate of decedent in community prop- 
erty state taxable on only one-half of 
income from community property. De- 
cedent and wife were residents of Texas, 
community property state. Decedent 
died April 14, 1943, leaving substantial 
estate consisting mainly of interest in 
community property owned by him and 
surviving wife. For period from April 
14 to December 31, 1943, and for 1944, 
estate filed income tax return reporting 
one-half of income from community 
property. Surviving wife filed separate 
returns showing her one-half. Commis- 
sioner determined that estate was re- 
quired to report entire community in- 
come but could deduct amounts actually 
paid to widow, which she, in turn, would 
report as income. 


HELD: Refund granted. Income which 
Commissioner sought to include as de- 
cedent’s was set apart for his wife. It 
was credited to her account and sub- 
jected unqualifiedly to her demand. Es- 
tate of Weed v. United States, U.S.D.C., 
E. D. Tex., Oct. 1, 1952. 


Lump sum payment from _ pension 
trust upon retirement taxable in full 
where employee continued to receive 
usual salary and devoted some time to 
business. On December 26, 1947, dece- 
dent filed with trustees of pension trust 
certification that he had reached retire- 
ment age of 70 years. Certification ac- 
knowledged receipt of $65,481 as lump 
sum payment upon retirement. There- 
after, and until his death in 1949, dece- 
dent continued to receive same compen- 
sation, namely, $36,500 a year, for re- 
duced activities in business. In his in- 
come tax return for 1947 decedent, rely- 
ing upon Code Section 165(b), reported 
lump sum payment as capital gain. 
Commissioner determined it to be ordi- 
nary income, taxable in full. 


HELD: Commissioner sustained. Since 


decedent never made any contribution to 
pension plan, whole amount would be 
taxable in year received, except if pay- 
ment were made within one taxable year 
on account of employee’s separation from 
service. In such case, distribution re- 
ceived may be treated as capital gain, 
under Code Section 165(b). In instant 
case, however, since decedent continued 
to .devote some time to business and to 
receive his usual salary, he had not been 
separated from service so as to warrant 
application of Section 165(b). Est. of 
Fry, 19 T.C. No. 58, Dec. 12, 1952. 


Beneficiary of life insurance policy 
under which decedent paid all premiums 
liable as transferee for decedent’s un- 
paid income tax. Decedent was indebted 
to United States for income tax. His 
estate was insolvent and unable to pay 
it. Commissioner, having ascertained 
that taxpayer was beneficiary of insur- 
ance policy on decedent’s life, asserted 
she was liable as transferee. 

HELD: For Commissioner. Since de- 
cedent had paid premiums on policy, 
proceeds constituted part of his gross 
taxable estate, and taxpayer was liable 
as transferee. United States v. Goddard, 
U.S.D.C., W. D., N. Y., Aug. 12, 1952. 


Trustees members of valid partner- 
ship. Taxpayers, who for many years 
had conducted lumber business as part- 
nership, created trusts for members of 
their families and conveyed to such 
trusts certain shares of their partner- 
ship interests. Each named himself 
trustee, who in each instance was au- 
thorized to become general partner in 
partnership and to keep funds of trust 
invested therein, and to share in profits 
and losses of business. Commissioner 
disregarded trust arrangement, redis- 
tributed partnership income and assessed 
deficiencies against taxpayers. Collector 
appealed. 

HELD: Refund affirmed. Taxpayers 
presented substantial evidence of intent 
of trustees and others to enter into 
valid partnership, while Collector offered 
no evidence to contrary. “The partners 
joined their money, goods, labor or skill, 
for the purpose of carrying on a trade, 
profession or business, with a community 
of interest in the profits and losses. The 
trustees contributed the trust estates to 
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the capital of the partnership. The real- 
ity of the firm is not questioned.” Heus- 
lee v. Whitson, U.S.C.A.-6, Dec. 19, 1952. 


Land trust conducting a business held 
an association taxable as a corporation. 
President of securities company pur- 
chased real estate which he then leased 
to individual for 99 years. Property was 
to be used as parking lots. Lessor exe- 
cuted trust agreement and provided for 
issuance of trust certificates of equitable 
ownership, divided into 330 equal inter- 
ests, represented by trust certificates. 
Certificates provided for payment of 
$25 per year to each certificate holder 
after payment of expenses. Trustee was 
authorized to purchase outstanding cer- 





FOR 


tificates at private sale and to operate 
property in case of default on lease. 
Commissioner determined that trust 
constituted association taxable as corpo- 
ration. 


HELD: Commissioner sustained, cit- 
ing Morrissey v. Comm., 296 U.S. 344. In 
what are called business trusts, “the 
object is not to hold and conserve partic- 
ular property with incidental powers, as 
in the traditional type of trusts, but to 
provide a medium for the conduct of a 
business and sharing of its gains.” Here, 
trust was enterprise for carrying on of 
business, and hence taxable as corpora- 
tion. Main-Hammond Land Trust v. 
Comm., U.S.C.A.-6, Dee. 11, 1952. 


EXCEPTIONAL | 


Arucillary Administration 





In Illinois, more lawyers and 
real estate men do business with 
Chicago Title and Trust Com- 
pany than with any other firm! 
Our unequalled experience in 
both fiduciary and real estate 
matters has built this record... 
just as it qualifies us to offer out- 
standing cooperation to you and 
your customers. 

If there is property in Illinois, 
you will find it a matter of good 
judgment to suggest Chicago 
Title and Trust Company as 
ancillary administrator. 
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CHICAGO 
TITLE anpD 
TRUST 
COMPANY 


111 W. Washington Street 
Chicago 2, Illinois 


Fee allocable to prior years under Sec, 
107(a) must be deducted from net oper. 
ating loss to determine carry-back. In 
October 1947, taxpayer received fee of 
$6,755 which constituted total compensa- 
tion for personal services rendered as 
trustee, extending over 41 months, from 
April 1943 to September 1946. Under 
Section 107(a), tax would be allocable 
over four years. For taxable year ended 
December 31, 1947, taxpayer’s adjusted 
net operating loss applicable to 1945, ex- 
clusive of Section 107(a) income, totaled 
$29,489. Commissioner determined this 
loss should be reduced by amount of 
trustee fee received in 1947, thereby re- 
sulting in net operating loss deduction 
of $22,489. 


HELD: Commissioner sustained. Un- 
der Code Section 122, net operating loss 
consists of excess of deductions over 
gross income. Since $6,755 fee is in- 
cludible in taxpayer’s gross income with- 
out regard to amount of tax placed 
upon it under Section 107(a), 1947 net 
operating loss is reduced by that amount. 
Redpath v. Comm., 19 T.C. No. 60. Dec. 
17, 1952. 


Contributions to trust created for 
purchase of land for employee homes 
not deductible as charitable. Taxpayers 
established trust for purchase of land 
near property of corporation in which 
they owned 69% of outstanding stock. 
They erected houses on land and also 
purchased houses which were in turn 
sold to corporation’s employees, with 
loans being made by trust for that pur- 
pose. Employees so favored made be- 
tween $40 and $88 per week. Loans were 
restricted to employees of corporation, 
and trustees had discretion in using 
funds of trust. Taxpayers sought to de- 
duct contributions to trust in 1948 and 
1949 as charitable contributions. Com- 
missioner disallowed deductions and as- 
sessed deficiencies. 


HELD: Refund denied. Both attempt 
and actual acts disclosed business propo- 
sition for corporation’s benefit. Plan 
afforded opportunity for self-supporting 
and efficient, as well as common labor, 
employee to have home contiguous to 
employer’s place of business. No basis 
existed for considering trust charitable. 
Harvey v. Campbell, U.S.D.C., N. D. 
Tex., Oct. 15, 1952. 


Percentage of partnership profits paid 
in lieu of interest to trusts created by 
taxpayer for children not deductible. 
Taxpayer created three trusts for his 
children. Thereafter, money was loaned 
by trusts to partnership in which tax- 
payer possessed controlling interest. 
Partnership gave three promissory notes 
to trusts and signed an agreement to pay 
to trusts percentage of profits in lieu 
of interest. For 1943 and 1944, taxpayer 


TRUSTS AND ESTATES 


and 
retur’ 
trusts 
tion ¢ 


susta 
trans 
creat 
to pa 
by tz 
amon 
US.] 


Tr 
tion 
ciary 
brotk 
auth 
from 
to pl 
thei1 
com! 
bene 
trea 
in 1 
retu 
avai 
and 
only 
trib 
broi 
pro 
cor) 
162 
con 
not 
pro 
to | 


jud 
bro 


pay 
hei 
De 


des 
inc 
ing 


se: 
me¢ 


at 
no 
ab 


re 
ta 
es 





Sec, 
per. 
- In 
2 of 
nsa- 
| as 
rom 
ider 
able 
ded 
sted 
ex- 
iled 
this 

of 


‘ion 


Jn- 
OSS 
ver 
in- 


a 


\ 
' 


i>?) 


“—~ = © a 


—_— 


and wife deducted on their income tax 
returns profits paid by partnership to 
trusts. Commissioner disallowed deduc- 
tion and assessed deficiency. 

HELD: Refund denied by jury which 
sustained government’s contentions that 
transaction was not genuine, and that 
creation of trusts and loan of the money 
to partnership were, in reality, attempts 
by taxpayers to reallocate their income 
among their family group. Sall v. Smith, 
U.S.D.C., E. D., Pa., Oct. 28, 1952. 


Trust income distributable in discre- 
tion of trustees not taxable to benefi- 
ciary unless distributed. Taxpayer and 
brother were beneficiaries of trust which 
authorized trustees, at their discretion, 
from time to time, to set aside and add 
to principal such portion of income as in 
their judgment was not required for 
comfortable support and maintenance of 
beneficiaries. Following a course of 
treatment running back to 1929, trustees 
in 1941 deducted on original fiduciary 
return whole amount of income of trust 
available for distribution to taxpayer 
and brother who paid tax thereon, though 
only part of income was actually dis- 
tributed to them during that year. They 
brought suit for refund, asserting that 
procedure followed by trustees was in- 
correct under then applicable Sections 
162(b) and 162(c) of Code. They also 
contended that balance of 1941 income 
not paid or credited to her in 1941, was 
properly taxable to the trust, and not 
to her. 

HELD: Case remanded for entry of 
judgment in favor of taxpayer and 
brother. In view of discretionary power 
in trustees, taxpayer was required to 
pay tax only on amount actually paid to 
her. Channing v. Hassett, U.S.C.A.-1, 
Dec. 31, 1952. 


ESTATE TAX 


Tax exempt property of non-resident 
decedent, situated in United States, not 
includible in gross estate for determin- 
ing deduction for administration ex- 
penses. Decedent, non-resident alien, pos- 
sessed and exercised power of appoint- 
ment over certain U. S. Bonds which 
were physically present in Connecticut 
at time of her death, but which were 
not taxable. In arriving at her net tax- 
able estate, executor deducted entire ad- 
ministration expense, but Commissioner 
reduced deduction by proportion which 
tax exempt bonds bore to entire gross 
estate. 

HELD: Commissioner sustained. Sec- 
tion 861(a) of Code allows deduction of 
expenses in proportion which value of 
that part of gross estate which at time 
of death is situated in United States 
bears to value of entire gross estate 
wherever situated. Since bonds in ques- 
tion were exempt from estate tax; not- 
withstanding fact they were situated in 
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United States, they could not properly 
be considered part of gross estate so as 
to warrant full deduction for administra- 
tion expenses. Hartford - Connecticut 
Trust Co. v. United States, U.S.D.C., 
Conn., Dec. 9, 1952. 


No deduction for residual bequest to 
charity where value and beneficiaries not 
ascertainable. Income of residuary trust 
under decedent’s will was to be used to 
provide scholarship at Western Maryland 
College, for any grandniece or grand- 
nephew of decedent who might desire 
scholarship. Trustees had power to use 
principal for this purpose, if necessary. 
Upon termination of trust, all principal, 


except $500 to named church, was to be 
turned over to College for scholarships 
for deserving young men and women. 
Value of residue was deducted on estate 
tax return as charitable bequest. Com- 
missioner denied deduction on ground 
that, first trust was a private trust, and 
second, because of permissible invasion 
of principal, value of residual bequest to. 
College was not ascertainable. 


HELD: Commissioner sustained. Trust 
lacked essential characteristics of chari- 
table trust, in that it reflected uncertain- 
ty and indefiniteness of beneficiaries. 
Value of bequest to College was unas- 
certainable. There was no fixed standard 
for measuring in terms of money extent 





COMPLETE TRUST SERVICE IN 
HOUSTON AND THE SOUTHWEST 


Including Ancillary Administration 


The Second National Bank of Houston, now in 
its 46th year of service to the Southwest, is 
recognized as one of this region’s leading banks 
and as a key factor in the spectacular industrial 
development now in progress in the Gulfcoast 
area. This development has made Houston the 


South’s largest city. 


Second National is one of the most highly 
departmentalized banks in the Southwest. Its 
large and fully organized Trust Department is 
available to banks and trust companies through- 
out the nation, and to their customers, for any 
fiduciary services needed in this area. Address 


Trust Department 
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MAIN AT RUSK 
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NATIONAL 


BANK OF HOUSTON 


“15 MILLION DOLLARS 


Member Federal Deposit Insurance Corporation 
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“Good heavens, Ed, can’t you just build 


Junior a snow man and forget about the 
state of things for a minute?” 
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First Choice for 
Trust Service 
in Missouri 


The St. Louis Union Trust 
Company engages only in the 
trust business. It does no bank- 
ing business. It accepts no depos- 
its subject to check, It is the 
largest stockholder of the First 
National Bank in St. Louis, 
with which it is affiliated. It is 
the oldest trust company in 
Missouri. 


It administers a large volume of 
trust business and operates on 
the efficient ‘‘staff and line” 
plan. Every estate and trust re- 
ceives the personal attention of 
the administrative or “line” 
officer to whom it is assigned. 
These officers are backed up by 
staff departments, such as our 
investment analysis and re- 
search departments, two separate 
tax departments, real estate de- 
partment, close corporation 
department, etc. 


We suggest consideration of our 
Company for ancillary service 
in Missouri or where recommen- 
dations are to be made to people 
moving from other states to 
Missouri. 


“Trust Service Exclusively”’ 


ST. LOUIS UNION 
TRUST COMPANY 


ST. LOUIS, MISSOURI 
Affiliated with the First National Bank 
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of permissible invasions of principal for 
private uses, either by reference to will 
itself or to applicable provisions of law 
of jurisdiction governing trust. Estate 
of Dorsey v. Comm., 19 T.C. No. 66, 
Dec. 22, 1952. 


Girt TAX 


Value of real property determined by 
deducting mortgage from gross value. 
Taxpayer and husband acquired real 
property, valued at $760,000. Property 
was encumbered by first mortgage of 
$628,425 and second mortgage of $74,- 
000. On same day, second mortgagee 
made assignment of mortgage to tax- 
payer, containing statement: “The mort- 
gage hereby assigned to the assignee 
shall not merge with the fee.” Later 
taxpayer made taxable gift of four-fifths 
interest in property to her four children. 
Commissioner determined value on theo- 
ry that amount of second mortgage 
should be included in gift. 


HELD: Commissioner overruled. It 
was undisputed intent of parties that 
mortgage should not merge with fee. 
Since gift was specifically made subject 
to second mortgage, latter must be de- 
ducted from gross value of gift to obtain 
net value. Janos v. Comm., T.C. Memo, 
Dec. 19, 1952. 


Payment of premiums by beneficiary 
on trusteed policies on husband’s’ life 
constituted gifts. In 1934, taxpayer’s 
husband executed trust, transferring 15 
policies of insurance on his life. Trans- 
fer to trustee was absolute and irrevoc- 
able, carrying all incidents of owner- 
ship, and divested grantor and his estate 
of all right in policies. Under trust agree- 
ment, wife was chief beneficiary. There- 
after wife paid virtually all premiums, 
which Commissioner determined consti- 
tuted taxable gifts. 


HELD: Commissioner sustained. Gift 
tax is designed to supplement estate tax. 
Transfer of all incidents of ownership 
in policies to trustee, and payment of 
premiums by someone other than in- 
sured could conceivably result in no 
estate tax, under Code Section 811(g) (2). 
Consequently it was necessary to im- 
pose gift tax. Contrary result would 
open easy avenue of tax avoidance. 
Comm. v. Berger, U.S.C.A.-2, Jan. 6, 
1953. 


Where France situs of gifts, trans- 
fers involved property situated outside 
U. S., of non-resident alien, and not 
taxable. On January 3, 1938, while tax- 
payer, British subject, resided in France, 
he made gift to his wife of one-half 
interest in one of his manuscripts, in- 
cluding all profits that might arise from 
copyrighting it. Original or copy had 
been sent to Saturday Evening Post 
(in Philadelphia) on October 22, 1937. 
Completed manuscript was delivered in 






United States on February 5, 1938, and 
accepted by Post on February 22, 1938, 
and payment of $40,000 was made on 
same date. On September 1, 1938, tax- 
payer made gift to wife of one-half in- 
terest in another manuscript. During 
1939, he made similar assignments to 
his wife. All manuscripts were in France 
at time of assignment. Commissioner 
determined that taxpayer had made 
gifts of one-half of publishing rights in 
manuscript, and later claimed that if 
assignments were not gifts, then pay- 
ment of one-half profits from manu- 
script were taxable gifts. 

HELD: Commissioner overruled. 
Transfers were actually gifts, but were 
not taxable, since made by non-resident 
alien of property situated outside United 
States. P. G. Wodehouse v. Comm., 19 
T.C. No. 65, Dec. 22, 1952. 


A AA 


Humphrey, Andrews in Key 
Treasury Posts 


The new Secretary of the Treasury, 
George M. Humphrey, has had a dis- 
tinguished career in law, business and 
banking. Now in his early 60’s, he was 
an editor of the Michigan Law Review, 
one of the leading law school publica- 
tions in the country, and then practiced 
in Saginaw from 1912 to 1917 when 
he joined M. A. Hanna and Company 
at Cleveland as general counsel. He 
rose successively to president of the 
firm, serving in that capacity from 1929 
to 1952 when he was elected chairman 


GEO. M. HUMPHREY T. COLEMAN ANDREWS 


of the board. Among the important di- 
rectorships which Mr. Humphrey holds 
is a place on the board of The National 
City Bank of Cleveland. 


The other Treasury Department post 
of key concern to taxpayers—the Com- 
missioner of Internal Revenue—has 
been given to T. Coleman Andrews, 
senior partner of the Richmond certi- 
fied public accountant firm bearing his 
name. Mr. Andrews, who turns 54 this 
month, is also a partner in a manage- 
ment engineering business and a firm 
of insurance fund consultants. In his 
notable career he has been Comptroller 
of the City of Richmond, President of 
the American Institute of Accountants, 
and -Director of the Virginia Society 
of Public Accountants. 
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RECENT FIDUCIARY DECISIONS 


CLAIMS — Effect of Voluntary Pay- 
ment on Widow’s Rights 


California—District Court of Appeal 


Estate of Kemmerrer, 114 A.C.A. 993 (Dec. 


19, 1952). 

Under Section 645, California Probate 
Court, an entire estate is to be set over 
to surviving spouse or minor child or 
children if the net value of the estate 
does not exceed $2,500 and if the ex- 
penses Of last illness, funeral expenses 
and charges of administration have been 
paid. Kemmerrer’s estate consisted of 
property aggregating something over 
$2,000 and thereby became distributable 
to his widow from whom he had been 
estranged. His will left the estate to his 
friend, Jane Grant. 

Decedent’s mother paid $335 toward 
funeral expenses and Jane Grant paid 
$800 for last illness expenses, which 
daims the lower court allowed. The 
widow appealed, claiming that these 
daimants were volunteers, not entitled 
to reimbursement. 


HELD: Affirmed. The claimants were 
entitled to be subrogated to rights of the 
creditors. Rule of subrogation applies 
where person paying claim is not an in- 
termeddler or acting officiously. 


CLAIMS Testator’s Letter Ac- 
knowledging Debt Outlawed at 
Date of Death is Ineffective Even 
as Basis for Compromise of Debt. 


New York—Surrogate’s Court, New York Co. 
Matter of Kienle, 202 Misc. 396. 


The claim was for $45,000 loaned to 
the testator during the years 1932 to 
1935. In the latter year, the testator 
wrote a letter to the claimant (who was 
also his executrix) in which he acknowl- 
edged the debt and said: “If the Great 
Neck property which we own is sold 
at that time there is still all or a part 
of my indebtedness to you still unpaid, 
to secure the repayment of my indebted- 


» Ness to you, I hereby assign, set over 
' and transfer to you my interest in the 


——— —_ — ———— ee ee 


proceeds of such sale to the extent of any 
indebtedness of mine to you unpaid at 
the time of such sale.” When the testator 
died the unpaid debt had become barred 
by the statute of limitations. The claim- 
ant was willing to have her claim satis- 
fied by the transfer to her from the 
estate of the testator of his interest in 
the realty. 


HELD: The letter upon which the 
claimant relies established no property 
right or contractual obligation that is 
enforceable against the estate — and 
therefore it cannot serve even as a basis 
for compromise of the claim. The letter 
is not an equitable assignment since it 
disclaims any intent to vest in the execu- 
trix any present interest in the realty. 
It is at best a conditional promise to be 
operative in the future which must be 
denied effect because of the absence of 
consideration. (Pers. Prop. Law, Sec. 
33 subd. 8, which provides that a 
written promise shall not be denied ef- 
fect on the ground that the consideration 
for the promise is past or executed, was 
not in force when the letter was writ- 
ten.) 


DISTRIBUTION Lapsed Legacy 
Passes to Residuary Legatees Not 
to Next of Kin 

New Jersey—Superior Court 


Bankers Trust Co. v. New York Women’s 
League, 92 A. (2d) 820. 


Decedent left residuary estate up to 
$200,000 to New York Women’s League 
For Animals, Inc., expressing desire that 
money be used for purchase of farm in 
rural district, for care of animals. Initial 
residuary estate amounted to about 
$50,000, to be augmented at future unde- 
termined date by an estimated $30,000, 
upon termination of a trust. League ad- 
vised executor that it could not accept 
gift if fund was to be used only for pur- 
pose indicated in will. 


Executor brought suit for construction 
and court held that provisions of will 
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with respect to use of fund were manda- 
tory. Moreover, it found that gift had 
not lapsed by reason of League’s failure 
to accept it. Nor did testator die intestate 
with respect to legacy, since testator’s 
intention could be effectuated through 
“ey pres” doctrine. Ultimate residuary 
legatee appealed. 


HELD: Legacy lapsed and passed to 
ultimate residuary legatees and “cy pres” 
doctrine was not applicable. “Cy pres” 
doctrine would not apply for reason that 
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required intention on part of decedent 
to devote particular bequest to more 
general charitable purpose was lacking. 
Courts will so construe will, wherever 
possible, to prevent intestacy. Since leg- 
acy to League lapsed, it passed to residu- 
ary legatees. This rule is grounded in 
presumption that testator intended not 
to die intestate with respect to any part 
thereof. It is presumed that he would 
have preferred to have such gift devolve 
to his residuary legatees rather than to 
his next of kin. 


DISTRIBUTION — War Tolls Limita- 
tions against Alien’s Right to Claim 
Escheated Funds 


California—Supreme Court 
Estate of Caravas, 40 A.C. 33 (Dec. 2, 1952). 


Caravas died intestate in San Fran- 
cisco September 30, 1941, and his estate 
was probated in the Superior Court. No 
heirs having appeared, the court on Sep- 
tember 15, 1942, distributed the estate 
to the State Treasurer. Caravas was sur- 
vived by his mother, a resident and citi- 
zen of Greece and his sole heir, who died 
in 1944. In 1947 petitioner Brandenbur- 
ger, administrator of the mother’s estate, 
filed a petition in the Superior Court, 
Sacramento County, praying that the 
State Treasurer be ordered to pay to him 
the funds of the estate, explaining his 
delay in filing the claim by alleging (and 
the trial court found) that Greece was 
occupied by German military forces from 
April 7, 1941, to November 30, 1944, and 
that during this period it was impossible 
to file a claim for the funds held by the 
State Treasurer. 


Although finding that the reciprocal 
rights of inheritance necessary under 
Section 259, Probate Code, existed, the 


lower court denied the claim on the 
ground that it was barred by failure to 
appear and demand the property within 
five years from the time of succession. 
Section 1026 of the Probate Code pro- 
vides that property not so claimed 
escheats. The question on appeal was 
whether the period of German occupa- 
tion of Greece should be included in com- 
puting the five-year period. 


HELD: Reversed. Title vested in the 
nonresident alien at the date of Caravas’ 
death, subject to administration. Peti- 
tioner’s intestate was a resident of an 
enemy occupied territory, thereby com- 
ing within the provision of Section 2 of 
Trading With the Enemy Act, 50 USCA, 
Appendix, Section 2. She was thus un- 
able to maintain a proceeding in a Cali- 
fornia court for recovery of her property 
and the five-year period she had in which 
to make a claim did not run during a 
state of war that prevented access to the 
courts. 


INSURANCE — Life — Old NSLI Pol- 
icy Not Payable to Beneficiary’s 
Estate 


United States—Supreme Court 
United States v. Henning, decided Nov. 


1952. 

The insured died on July 4, 1945, hav- 
ing named his father as sole beneficiary 
in his National Service Life Insurance 
policy. Five months later the father died 
without having received any part of the 
proceeds of the policy, which was pay- 
able in installments. Bessie, the father’s 
second wife, and Clara Belle, the father’s 
first wife and the insured’s natural 
mother, each claimed the policy pro- 
ceeds, but while their claim was being 
adjudicated, Bessie died. 


$7, 
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HELD: Neither of the estates of the 
two deceased beneficiaries was entitled 
to the unpaid installments of the pro. 
ceeds due at the time of their death. Sec. 
tion 602 (i) and (j) of the NSLI Act, 
prior to its amendment in 1946, condi. 
tioned the right of a beneficiary to the 
payment of any installments upon the 
beneficiary’s being alive to receive such 
payments. As the sole surviving claim. 
ant, the insured’s natural mother was 
entitled to receive all the payments under 
the policy, including those that had be. 
come due at the deaths of the insured’s 
father and Bessie. 


Note: As to insurance maturing on 
or after August 1, 1946, Section 602 (u) 
provides that the “commuted value of 
the insurance remaining unpaid” shall be 
paid in one sum to the estate of the 
insured (provided that his estate does 
not escheat to the state of his residence) 
where 


(a) no beneficiary is designated by 
the insured, or 


(b) no designated beneficiary 
vives the insured, or 


(c) the designated beneficiary (in- 
cluding a contingent beneficiary) not 
entitled to choose a lump-sum settlement 
survives the insured, but dies before re- 
ceiving all benefits due and payable. 


sur- 


LivING Trusts — Spendthrift Trust 
in Own Favor Does Not Prevent 
Settlor from Making Voluntary 
Assignment of His Interest 


Massachusetts—Supreme Judicial Court 


Merchants National Bank v. Morrissey, 1953 


A.S. 9; Jan. 2, 1953. 

In 1940 Morrissey created a trust of a 
$100,000 life insurance policy on the 
life of his wife who died in 1951. The 
terms of the trust were that the income 
should be paid to him for life in such in- 
stallments as he desired, with power in 
the trustees to advance principal if they 
deemed it necessary for his suuport. Also 
he retained the right to demand all or 
any part of the principal. There was a 
spendthrift trust clause; also a clause 
(24th) giving him a right to amend, 
alter, revoke or terminate the trust. In 
1948 he made a complete assignment of 
all his rights under the trust to his son 
John. The controversy was as to what 
if anything passed to John. 


HELD: First, the spendthrift trust 
clause did not prevent a voluntary aliena- 
tion. It is an established principal in this 
Commonwealth that a settlor cannot place 
his own property beyond the reach of 
creditors or of a voluntary assignment. 
He may make a voluntary assignment of 
his interest notwithstanding a _ spend- 
thrift trust clause. 


Second, the assignment was effective 
to transfer the settlor’s right to receive 
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income. This was subject, however, to 
the settlor’s right of amendment and 
revocation under the 24th clause. The 
assignment did not purport to be and in 
fact was not an action taken under 
cause 24th. 


Third, the assignment did not carry the 
right to receive principal. There can be 
no assignment of a power where the 
instrument creating the power indicates 
clearly that the power is to be exercised 
by the selected donee. Here the right to 
demand principal existed only on a re- 
quest in writing by the settlor, with his 
signature guaranteed by a bank or made 
in the presence of a representative of 
the trustees. There were a number of 
other clauses giving specific powers to the 
settlor in the operation of the trust. 


The net result of the decision was to 
afirm the decree of the probate court 
(1) that as long as the settlor and John 
were living John was entitled to the in- 
come in such installments as he request- 
ed, but this was modified so as to be 
subject to the right of amendment or 
revocation in clause 24; (2) that John 
was not entitled to receive $5,000 of 
principal which he had demanded; and 
(3) that the trustees were under no 
duty to pay John any Part of the prin- 
cipal on his request. 


PERPETUITIES — Powers in Trust to 
Subsist Until Object of Power At- 
tains 30 Invalid, Though Valid Un- 
til Object Attains Majority 


New York—Surrogate’s Court, N. Y. Co. 
Matter of Marsh, N.Y.L.J., Jan. 7, 1953. 


Testator had a testamentary power to 
appoint principal of a trust established by 
the will of her father, who was domiciled 
in New York. The principal could not be 
appointed in further trusts of the usual 
indestructible type under N. Y. law, be- 
cause on the testator’s death the principal 
would have been held under such trusts 
during two lives. The testator appointed 
the principal to her daughters, in equal 
shares, absolutely, but subject to a 
proviso that if an appointee were under 
the age of 30 years at the death of the 
testator, the appointed property should 
vest in absolute ownership in the ap- 
pointee, and subject to a further pro- 
viso that the appointed property should 
be held by the person or persons who 
Were the trustees under the testator’s 


| will and be managed by such persons, as 


donees of powers in trust, for the benefit 
of the appointee until the appointee at- 
tained the age of 30 years. 


She expressly declared that by these 
provisos she did not intend to create trusts 
in respect of the appointed property if 
the appointees were under the age of 30 
years, and that she intended to grant 
& the person or persons who would be 
ating as trustees under her will, powers 
in trust in respect of the appointed 
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property. The testator expressly declared 
her intent that the appointed property 
should vest in absolute ownership in the 
appointees upon the testator’s death, and 
that only the delivery of the appointed 
principal should be postponed pending 
the execution of the powers in trust. The 
testator also granted to the donees of 
the powers in trust the same broad 
powers of management that had been 
granted to the trustees under her will. 
In support of the validity of the ap- 
pointed powers in trust, it was argued 
that the interests of the appointees could 
be conveyed or bequeathed by them, or 
allowed to pass by descent, and could be 
reached to satisfy the rights of their 
creditors. 


HELD: The appointed powers in trust 
are invalid because they amount to an 
unlawful interference with the absolute 
ownership which Pers. Prop. Law Sec. 
12 requires to be vested in the appointees. 
The appointed powers in trust were valid, 
however, until the appointees attained 
majority. 


NOTE: Bankers Trust Co. v. Firth, 
177 Misc. 797, was distinguished on the 
ground that implicit in the Firth trust 
agreement there was a recognition of 
the appointees’ right to terminate the 
power in trust at any time, without the 
joinder of the holder of the power in 
trust. (Quaere, whether that was the 
holding in the Firth case.) The Court 
recognized that if the power in trust is 
destructible, the statute is not violated 
— just as it is not violated by a de- 
structible trust. But there was no discus- 
sion of what kind of destructibility would 
suffice — whether destructibility by the 
object of the power, acting alone, was 
essential — or whether destructibility by 





the joint action of the holder of the 
power and the object of the power would 
also satisfy the statute. Nor did the 
Court decide whether the powers in trust 
could be upheld — subject, however, to 
the right of the object of the power to 
destroy them at any time. 


PERPETUITIES — Ten-Year Trust, 
with Remainder Payable to Same 
Beneficiaries, Does Not Violate 
Rule 


New Jersey—Superior Court 
Bardfeld v. Bardfeld, 92 A. (2d) 854. 


Testator created ten-year trust of all 
his personalty. At end of that period, 
trust might either be continued or li- 
quidated at election of testator’s children. 
If liquidated, corpus was to be equally 
divided among testator’s children. Sur- 
viving executor, concerned about rule 
against perpetuities, brought suit for 
construction and instructions. 


HELD: Valid trust was created, and 
rule against perpetuities was not violated 
by provision for 10-year trust. Income 
was to be paid to beneficiaries during 10- 
year period. Where interest or income 
accruing on corpus of gift is directed to 
be paid to beneficiary until he is to re- 
ceive corpus, gift will be deemed vested. 
Here there is no postponement of vesting 
which could result in violation of rule 
against perpetuities. 


PowErs — Limitations — Trustees 
May Sell to Themselves under 
Court Order Despite Statutory 
Prohibition 

Texas—Court of Civil Appeals 
Furrh v. Furrh, 251 S.W. (2d) 927. 


Seven children of testator had undi- 
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vided interests in his testamentary trust 
created in 1935, which had three sons 
as trustees. Pursuant to a provision of 
the trust, six of the children elected to 
withdraw their interests from the trust 
and sued for a partition of the trust 
estate, by a court appointed receiver as 
provided by the Texas statutes. The 
court directed the receiver to sell the 
“mixed realty and personalty” at a pub- 
lic sale, and expressly provided that the 
trustees could purchase such property 
individually. Such trustees did so pur- 
chase individually. 


Section 12 of the Texas Trust Act 
reads: “A trustee shall not buy nor 
sell, either directly or indirectly, any 
property owned by or belonging to a 
trust estate, from or to itself or an af- 
Gate: . . .” 


HELD: The statutory restrictions on 
sale will not be read into the sale of 
a trust property by a receiver under 
orders of a court where a full hearing 
was had and all beneficiaries had an 
equal chance to bid. 


NOTE: It is believed that the result 
here is correct but the reasoning wrong. 
Section 12 of the Texas Trust Act pro- 
vides for no exceptions but another sec- 
tion provides that under certain circum- 
stances the testator may waive the statu- 
tory restrictions by provision in the in- 
strument. There was no waiver in the 
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case. A more proper ground for the 
decision would have been that the Act 
does not apply to a trust created before 
its enactment. 


SPOUSE’S RIGHTS Adultery Is 
Prima Facie Evidence of Desertion 


Pennsylvania—Supreme Court 
Crater Estate, decided Jan. 5, 1953. 


Decedent died in 1949 survived by a 
wife and eight first cousins but no issue. 
He married his wife in 1915 and they 
had lived together for about three years 
when decedent left the marital domicile 
and never returned to it but continued 
to live in the neighborhood. The wife 
thereafter moved out of the marital domi- 
cile and lived with her sisters until 1923 
but from 1923 to 1929 her whereabouts 
were unknown. In 1929 she appeared to 
be living with another man as his wife 
and continued to do so until she died in 
1951. In 1929 she and the other ‘man 
purchased real estate in their names as 
husband and wife and upon selling it in 
1946 acquired another property as ten- 
ants by the entireties. 


The man with whom the wife lived is 
the executor of her estate and is claim- 
ing, on behalf of her estate, the $10,000 
allowance to a surviving spouse, which, 
if paid, would exhaust the estate. The 
lower court denied the claim on the 
ground that for more than a year previ- 
ous to decedent’s death, the wife had 
deserted the husband and thereby had 
forfeited all interest in his estate. 


HELD: Affirmed. The burden of proof 
was upon the heirs of the decedent to 
establish the desertion of the wife but 
upon proof of the wife’s adultery during 
separation, the inference justifiably arose 
that her open disregard of her marital 
obligations was intentional and as a con- 
sequence a willful and malicious deser- 
tion by her. To rebut this inference, the 
wife was obliged to go forward with evi- 
dence that the separation was originally 
the fault of the husband, because the 
subsequent adultery of a wife does not 
bar her claim against his estate if he 
was responsible for the original separa- 


| 





tion. This, she failed to do. There is no§{RpusT 


presumption that the decedent left her 
without reasonable cause in the circum- 
stances of this case. Moreover, the char- 
acter of proof required to establish the 
decedent’s fault for a separation from a 
claimant spouse is substantial. 


TAXATION — Estate & Inheritance — 
Vested Remainder Includible in 
Remainderman’s Estate 


New Jersey—Superior Court—Appellate Div’n 
Peterson v. Neeld, 92 A. (2d) 62. 


Under will of decedent’s father, who 
died in 1913, his two sons were named 
executors and trustees. Will created trust 
for several named beneficiaries. Trust 
was terminable upon death of survivor 
of a class but trustees could terminate 
it ten years after testator’s death upon 
their making provision for payments to 
life beneficiaries as recited in will. Upon 
termination by trustees, trust corpus was 
payable to decedent’s two sons. Upon ex- 
piration of intervening life estates, 
corpus was payable to the said sons 
in equal shares or to their respective 
heirs. Decedent, whose brother prede- 
ceased him, died on February 7, 1950. 
At his death, trust, which amounted to 
approximately $150,000, had not been 
terminated. Subsequently trust was ter- 
minated and corpus distributed. Trans- 
fer Inheritance Tax Department included 
one-half of trust in decedent’s taxable 
estate. 


HELD: Assessment affirmed. Contin- 
gent interest is “an estate interest or 
right which depends for its effect upon 
an event which may not happen; as an 
estate limited to a person not in esse; 
or not yet born.” On the other hand, 
vested interest is one in which there is 
a present fixed right to future enjoyment 
of property. Here there were no words 
of contingency in provision establishing 
gift of remainder to two sons; gift was 
absolute and vested; and only enjoyment 
thereof was postponed. Substitutionary 
construction argued for by appellant was 
contrary to testator’s intent. 
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ited Prudent Man Statute Con- 
strued as to Existing Trusts 


New Jersey—Supreme Court 

Fidelity Union Trust Co. v. Price, 93 A. (2d) 

321. 

The Prudent Man Investment Statute 
of 1951 substantially enlarged the invest- 
ment scope of fiduciaries, authorizing 
them to invest trust funds in non-legal 
securities denominated, “limited legal in- 
vestments,” but not in excess of 40 per- 
cent of the trust estate, and reflecting the 
exercise of that degree of judgment and 
caution prescribed by the statute. The 
statute specifically does “not apply where 
any trust instrument, will or court having 
jurisdiction of the matter, specifically 
directs in what securities or investments 
the trust fund shall be invested.” It is 
further provided that: “This article shall 
apply to and govern trust estates hereto- 
fore and hereafter created, fiduciaries 
heretofore and hereafter appointed and 
trust instruments heretofore and here- 
after made.” In this case, a declaratory 
judgment was sought with respect to the 
constitutionality and general application 
of the statute and, in particular, how it 
applied to four specific trusts created 
prior to the passage of the law. 


1. In the Ross Estate, the will was 
silent as to the investment duty of the fi- 
duciary. The Superior Court held that the 
trustee could invest in such securities as 
are legal at the time the investment is 
made and is not restricted to those which 
were legal when the will was executed or 
at the time of death of the testator. In 
other words, the “Prudent Man” statute 
governed. On appeal, the Supreme Court 
agreed. 


2. In the Price Trust, the will per- 
mitted the trustee to retain any invest- 
ments in decedent’s estate at the time of 
his death, but directed that in event of 
sale of any of those investments, the pro- 
ceeds were to be “reinvested in such se- 
curities as are lawful for trust invest- 
ments under the laws of the State of New 
Jersey.” The Superior Court held that 
the trustee could not invest in “limited 
legals,” but the Supreme Court reversed 


this decision, holding that “limited leg- 
als” “are lawful for trust investments 
under the laws of New Jersey.” 


38. In the Barr Trust, the will restrict- 
ed reinvestment “to such as shall then be 
legal for the investment of trust funds 
under the laws of the State of New Jer- 
sey and of the State of New York.” The 
Superior Court ruled that the trustee 
was restricted to such investments as 
were legal under the law of New Jersey 
in effect at date of decedent’s death, 
namely, April 14, 1949. On appeal, the 
Supreme Court held the trustee could in- 
vest in such investments as were lawful 
under Prudent Man Investment Statute 
to extent of 40% of trust estate. Since 
some 58% of the corpus was already in- 
vested in common stocks, however, no 
further investment in common stock 
would be permitted until that percentage 
fell below 40% limitation. 


4. In the Young Trust, the trustees 
were vested with unrestricted discretion 
in investment and reinvestment of trust 
funds. The Superior Court decided that 
the statutory 40% limitation on “limited 
legals” did not apply. No appeal was 
taken with respect to this trust. 


WILLs — Construction — Class Gift 
to Named Persons and Admission 
of Extrinsic Evidence 


Illinois—Supreme Court 
Krog v. Hatka, 413 Ill. 290. 


The testatrix provided: “I hereby give, 
devise and bequeath to Harry E. Hafka 
and his wife May Hafka ... all of my 
estate both real and personal of every 
kind and nature.” Harry E. Hafka died 
eight months previous to the death of 
the testatrix. The issue was whether the 
quoted residuary clause should be con- 
strued as a gift to Harry and Ethel 
Hafka, individually, rather than as a 
class, and consequently whether the gift 
to Harry Hafka lapsed and descended 
as intestate property to three cousins 
as heirs of the testatrix. 


In the lower court it was claimed in 
behalf of Ethel Hafka that under the 
circumstances the said residuary clause 
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presented a latent ambiguity and an at- 
tempt was made to offer extrinsic evi- 
dence to the effect Harry and Ethel 
Hafka had lived with and cared for 
testatrix during the last seven years of 
her life, that testatrix had very little 
contact with her cousins and was re- 
sentful toward them, that testatrix had 
stated to various persons during her 
life that she wanted all of her property 
to go to the Hafkas at her death, and 
that the draftsman of the will was un- 
skilled, on the ground such evidence ex- 
plained the latent ambiguity in the will. 
The lower court (1) ruled the will was 
clear and unambiguous and consequently 
the proffered evidence was inadmissible, 
and (2) construed the gift to the Hafkas 
as a gift to them individually and not 
as a class. 


HELD: The lower court erred in ex- 
cluding the said extrinsic evidence and 
in interpreting the will so that Ethel 
Hafka took only an undivided one-half 
of the residuary estate. The proffered 
evidence should have been admitted to 
determine the existence or nonexistence 
of a latent ambiguity. In ascertaining the 
intention of testatrix the words of the 
will are to be read in the light of the 
circumstances under which the will was 
executed. The mere fact that testatrix 
mentioned the Hafkas by name is not 
conclusive if an intention to give a right 
of survivorship can be collected from the 
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remaining provisions in the light of ex- 
isting facts. 


The following circumstances indicate 
testatrix intended to give all of her 
property to the Hafkas as a class: (1) 
The draftsman of the will was unskilled. 
(2) The testatrix did not change her 
will after Harry Hafka’s death. (3) The 
beneficiaries named were a natural class. 
(4) A contrary interpretation would re- 
sult in a partial intestacy. (5) Testatrix 
did not name any of her heirs in the 
will. (6) A contrary interpretation would 
be inconsistent with the statements of 
intention which she made during her 
lifetime. 


WILLs — Construction — Codicil 
Not Conditional 


Illinois—Supreme Court 
In re Estate of Trager, 413 Ill. 364. 


Testator and his wife each executed 
wills on July 23, 1923, under the terms 
of which each gave all of his or her 
property to the other. On an undisclosed 
date testator and his wife each ex- 
ecuted a codicil under the terms of 
which each gave his or her property to 
his or her collateral relatives and the 
property of the other to the other’s col- 
lateral relatives. In the husband’s codicil 
the following introductory language ap- 
peared: “In case my wife, Lura B. 
Trager, and myself should both be killed 
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or die within a short time of each other, 
I wish the following disposition made of 
my real estate, stocks, bonds, etc.” Sim- 
ilar introductory language appeared in 
the wife’s codicil. 


Testator’s wife died in 1947 and her 
will was admitted to probate. Her codicil 
was not offered for probate. Testator died 
in 1951 and his will and codicil were 
admitted to probate. On appeal it was 
contended the husband’s codicil should 
not have been admitted to probate on the 
grounds (1) the introductory language 
quoted above showed the codicil was 
intended to be only conditional and the 
condition had not been satisfied. (2) the 
failure of testator to bring the codicil 
up to date as respects the person named 
as executor and the persons named as 
beneficiaries evidenced an intent that he 
regarded the codicil of no force and ef- 
fect at the time of his death and (3) 
the said undated codicil was void because 
it was impossible to determine whether 
it had been executed before or after the 
will. 


HELD: The admission of the codicil 
to probate was affirmed. The entire codicil 
must be given consideration and not just 
the language relating to the death of the 
testator and his wife within a short time 
of each other. Thought of death of both 
within a short period of time could be 
merely the occasion or reason for making 
the codicil and did not necessarily indi- 
cate that the codicil was to be invalid 
if testator survived his wife by as long 
as four years. 


The failure of testator to bring the 
codicil up to date as respects the desig- 
nation of an executor or as respects 
gifts which had lapsed because of deaths 
of named beneficiaries did not indicate 
the codicil was intended to be condi- 
tional. The wills and codicils executed by 
testator and his wife and the plan of 
distribution provided for therein indi- 
cated that they must have consulted in 
the preparation of the same and it is 
difficult to believe that their only purpose 
in executing them was to make a dis- 
position which was to be effective only 
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if both were killed or died within a short 
time of each other. 


Although there was no proof that 
testator’s codicil was executed subsequent 
to his will, the fact that the codicil pro. 
vided for no gifts to his wife and pur. 
ported to dispose not only of his property 
but also of her property makes it reason. 
able to suppose his codicil was execute 
subsequent to his will. , 


WILLs — Construction — Issue Take 
in Equal Shares, not Per Stirpes — 
Children of Living Descendants not 
Included as “Issue” 

Massachusetts—Supreme Judicial Court 

B.M.C. Durfee Trust Co. v. Borden, 1952 AS, 

1053; Nov. 25, 1952. 

The will provided that if the testator’ 
wife and daughter should die withou 
leaving issue surviving them the trust 
fund should be paid to the issue the 
living of his three nephews, “share and 
share alike.” When the time for distri. 
bution arrived the three nephews had 
died, one leaving three children and the 
other two one each. There were als 
three grandchildren, children of living 
grandnephews and grandnieces. The pro- 
bate judge ordered distribution in equal 
shares among the five living grand- 
nephews and grandnieces. 


HELD: Decree affirmed. First. The} 
division shoud not be per stirpes, i.e., in} 


three parts, as that was contrary to the 
clear provision of the will, but should 
be in equal shares. 


Second. The three grandchildren of 
the nephews did not share in the distri- 
bution. The word “issue,” in the absence 
of any intention to the contrary, refers 
to lineal descendants of the ancestor who 
would be entitled at the death of the 


ancestor to take his property under the} 


laws of intestate succession. There was 
nothing in the will to indicate a contrary 
intention. 
A A A 
New Quebec Legal Editor 

John B. Claxton, of Dixon, Claxton, 
Senecal, Turnbull & Mitchell, Montreal, 
has been appointed Quebec legal editor 
for TRUSTS AND ESTATES 
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WILLs — Probate — Dependent Rel- 
ative Revocation — Cancellation 


it. The court laid down the following 
propositions. 


that he wished placed in the instrument, 
and that after drafting it, the attorney 


that} of Clauses Ineffective Because : rhs . read the will to him and reread some of 
quent} Based on New Will Not Properly First. The original will (pages 1 and its paragraphs and then suggested that 
| pro. Executed 2) ow fener erly executed. The testator the will be forthwith signed, to which the 
_ pur. - a exhibited hie agneture 1 the witnesses testator objected, stating that he anti- 
pert assachusetts—Supreme Judicial Court and they attested it in his presence. The |; 3444 some of his relatives might con- 
perty Putnam v. Neubrand, 1952 A.S. 1045; Nov. extra signature in the margin of page cipated some 0 8 S & 5 
ASON. 24, 1952. oe test the will and that he desired to sign 
cuted 1 was of no significance. It was merely it in the presence of witnesses with whom 

Testator was a graduate of Yale, which for purposes of identification. he was better acquainted — finally sign- 
was his chief legatee, but was a Harvard Second. The important question was ing it in the presence of bank officials 
Take} professor and a resident of Massachu- whether the revocation clause on page 2 of his home town, with whom he was well 
Cs —f setts at the time of his death. On July operated to revoke the legacies on that acquainted. 
S not} 8, 1947, he took his home made will into page, although page 3 could not operate. HELD: For the defendant. Will repre- 
a New York bank and asked the officials Taken by itself the cancellation was suf- sented the free judgment and discretion 
ut | © witness it. It consisted of two type- ficient. However, under the doctrine of of the testator in the disposition of his 
2 AS 1 written pages. He had signed at the end dependent relative revocation, the testa- property. The presumption that de- 
of page 2. There were longhand inter- tor did not intend to cancel the legacies fendant niece, if classified as a fiduciary 
ators} lineations, with a note over his signa- on page 2 unless the new page 3 could by reason of her assistance with testator’s 
thou f ture that they were made June 19, take effect, which it couldn’t. Accord- affctien, hindi eaten wade teiieanmaiaan: 
trust § 1947. The officials saw his signature and ingly pages 1 and 2 constituted the valid 5, Saidiiiinn ae on te connk: tie Oc alee 
then} at their wha egestion he signed page 1 i n will of the testator. her the sole beneficiary of his will, was 
Se — SE ee . , rebutted by testimony that testator was 
a : WILLs — Probate — Fiduciary Rela- alone with his attorney while stating 
d the} In 1950, he committed suicide, leaving tionship — Presumption of Undue provisions he wished in his will, and in- 
al | 2 Note stating where his will would be Influence Rebuttable sistence by testator on safeguards against 
living found. At the place designated was found Midhlenn—Gunseme Count a possible contest on his death. 
> pro} 22 envelope inscribed as being his last Re Jennings’ Estate, 335 Mich. 241. WiLLs — Probate — Incorporation 
equal will, dated October 16, 1945, the date Testator, a man of 89, in frail health, by Reference — Letter Invalid 
rand-| being crossed out and June 7, 1949 sub- made a will in 1946 in which he named a 
stituted. In the envelope were the two niece (defendant) sole beneficiary and Pennsylvania—Supreme Court 
original sheets, but page 2 had a line : : Sciutti Estate, 92 A. (2d) 188. 

The} g Gwen the Ghoning yet, tat appointed her executrix. Although the de- ae : 
i rawn throug usp , fendant lived some 28 miles from his In 1943, decedent typed a will in which 
. an not the gna, with a note at the home, she assisted him during the later he made various bequests to relatives and 
noudl @? reading Second page cancelled June 5 45,. of his life in looking after his three religious organizations and gave 

7, 1949.” There was a third page en- property, collecting rents, dividends and 
| titled “Will of F. O. Matthiessen.” It was mevtaonae payments for him ont ental 
n off signed by him and dated June 7, 1949. ly asiated with his affairs 
listri.) Some of the bequests on page 2 were ‘ T 4 u 
sence} omitted, but some of them, including the Plaintiffs produced testimony tending ax now- Ge 
efers} residuary bequest to Yale University, to show that defendant dominated the 
‘ whof Were substantially the same. The new testator, had access to his safety deposit 
f thep page 3 was not attested. box, drew money out of his bank account © | ba | 
r the : after it had been made joint, made state- in yeh 
Pe, probate judge allowed pages 1 ments to others, in the presence of the 
trary} 22d 2 as the will, ignoring page 3, mak- testator, that she was the only one of his 
‘f ing an adjudication in his decree that relatives that cared or did anything for 
the will was properly executed and that him. 
ig gine as ne ee ee The testimony adduced for the de- We suggest that you refer 
.xton, fendant was that the testator in connec- Florida-bound customers to 
oneal HELD: Decree sustained. The entry tion with the preparation of his will con- The First National Bank of 
aditor of the decree imports a finding by the’ sulted an attorney and was alone with Miami for the same quality of 
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the residue to his wife and named her 
executrix. Decedent did not sign this 
document although it was witnessed by 
two individuals, In 1948, he dictated and 
signed a letter to his investment coun- 
sellor, in which he stated “In my last 
will and testament I have left my bonds 
and securities to my wife,” and further 
asked what could be done to safeguard 
his wife’s interest (from his relatives), 
saying he wished to take every precau- 
tion against having the will broken. De- 
cedent died in 1949 survived by his widow 
and collateral relatives but no issue. The 
widow offered the letter and unsigned 
will for probate which was refused on 
the ground that the letter was not testa- 
mentary and did not show any intent to 
incorporate the unsigned will by refer- 
ence. 


HELD: Affirmed. An unsigned docu- 
ment cannot be probated as a will, but 
may be incorporated by reference as 
part of a valid will. The letter, however, 
is not a valid will. It contains no dis- 
positive words; mere negative words ex- 
cluding his relatives from a share in his 
estate do not constitute a writing a will. 


WILLS — Probate — Testator Need 
Not Read Will Before Execution 


Arkansas—Supreme Court 

Meek v. Bledsoe. 4-9945, Opinion delivered 

Dec. 22, 1952. 

After a hearing, the Probate Court en- 
tered a judgment, admitting a 1949 will 
to probate, and revoking the probate of 
a 1945 will. The question before the 
court was whether or not it is necessary 
to show a reading of the will before 
signing. This question has not previously 
been decided by the court. The pro- 
ponents of the 1949 will failed to prove 
that testatrix read the will before sign- 
ing; however, it was established the con- 
tents were known to and approved by 
the testatrix. 


Comedienne Fannie Brice left an estate 
though not read to or by testatrix after 
it had been established that the con- 
tents of the will were known and ap- 
proved by her, and that the terms were 
according to her dictation, and execution 
was in proper manner. 


& .4:@ 


Fannie Brice Left Over 
Half Million 


Comedienne Fannie Brice left an estate 
recently inventoried in New York County 
Surrogate’s Court at $587,887. Miss 
Brice, a California resident — thus mak- 
ing her estate non-taxable in New York 
— died in 1951, leaving a will in which the 
bulk of her estate was bequeathed in 
trust for the principal benefit of two 
children by her first marriage. Union 
Bank & Trust Co. of Los Angeles was 
named trustee with two individuals. 
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IN MEMORIAM 


JOSEPH C. GREENFIELD, new business 
trust officer of First NATIONAL BANK, 
Atlanta, Ga. 

WILLIAM C. HOosE, assistant secretary 
in the trust department of the suburban 
branches of PENNSYLVANIA COMPANY FOR 
BANKING & Trusts, Philadelphia. 


WALTER S. McLucas, chairman of the 
board, NATIONAL BANK OF DETROIT. 


OrA Morris, vice president and trust 
officer of CITIZENS STATE BANK of New 
Castle, Ind. 


Howarp B. SMITH, retired vice presi- 
dent of the corporate trust department 
of CHEMICAL BANK & Trust Co., New 
York, 
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Canadian Trust Leader Dies 


Death came at 


to Clarence N. Bis- 
sett, one of Can- 


figures. First presi- 
dent of the Trust 
Companies Asso. 
ciation of Canada 
organized in 1952, 
Mr. Bissett had 
been associated since 1926 with various 
branches of the Eastern Trust Co. and 
at his sudden passing at the age of 52 
he was general manager at the company’s 
head office in Halifax. 
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United States Steel Corp.. Second Cover 
Heir Tracers 


Tracers Comuany of America 148 
Help Wanted 

Central Bank & Trust Co., Miami___. 134 

I ei a ee 134 


Box H-32-2 __._ ee ech e eOE ME 134 


Insurance 
Connecticut General Life Insurance 
Ere Fourth Cover 
Investment 
L. G. Beaubien & Co., Ltd. _.___. 109 
Ss I on 108 
Investors Diversified Services, Inc. 103 
Carl M. Loeb, Rhoades & Co. _____- 104 
Hugh W. Long & Co., Inc. _.____ 117 
R. W. Pressprich & Co. —..___-_ 112 
Salomon Bros. & Hutzler _..____-__. 106 
Scudder, Stevens & Clark —..... 116 
Vance, Sanders & Co. 117 


Publishers, Topical Law Reports 
Commerce Clearing House, Inc. _— 139 
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